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CROSS-REFERENCE FILE 


NOTE 


SUBJECT 


Petroleum Development Western Arabia, Ltd. 


Information concerning interest of Standard 011 Company 
in -, and concession. 


For the original paper from which reference is taken 


See Despatch #8018 _ Es EC aE e ee 


(Despatch, telegram, instruction, letter, etc.) 


Dated Mar.6, 1980 | _—«- From| = egypt 
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This telegram must be FROM 

closely paraphrased be- ated May 19, 1942 
fore being communicated 

to anyone. (SC) Rec'd 4:12 p.m; 22nd 
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% F. W. Ohiiger, representative of Casoc at ° 
(Bahrein?) ©) 
» Saudi Arabia, is proceeding Washington iN 
8)) 
where he proposes to present to War Devertment ON 
bos 
ye certain considerstions relating to measures essential N) 
ra JFL \ ol 
to the defense of the 011 prorerties in that country 
es well as eventual denial operations. From my con- 
versations with the Americans connected with Casoc 
and Bahrein Petroleum Company, I am impressed with 
importance of these problems and I hope Department 
will facilitate Ohliger's representations to War a 
Department. ie) 
to 
= 
KIRK ® 
wwe 
ct, 
2, 
OE OM Pg Sey 
Cc | «f . — 
@ 
NAY 2 y) 


DEPARTMENT AF Stapp 


£90F. 63672 © 


CORRECTED COPY fp Saad 
Jidda 
Thi telegram must be 
closely paraphrased be- Dated June 5, 1942 
fore being communicated 
to anyone. (sC Rec'a 11:35 a.m, 7th 
Secretary of State, be 
< 
Washington. ; 
& I co 
14, June 5, 1 p.m = 
Referring to cable May 19 and despatch May 22 = 
from C ; C) 
rom airo = 
Should Department discuss with Ohliger problem Kes 
‘e)) 


of defense and denial operations at Dhahran, sight 
should not be lost of desiranlity of utilizing 
American military forces if needed and practicable 
and of protecting insofar as possible oil concession 
rights and 011 company personnel by inducting active 
Antridan participants tnta United States &rmyrand by 
Zivitg tingly notioe to Saudi Government through 
this Legation of Army's intentions. 

Repeated to Cairo. 
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This telegram must be FROM 
closely paraphrased be- Dated June 5, 1942 
fore being communicated 
to anyone. (3C) Rec'd | bke Sh mumpegs 


Secretary of State, 
Scie ia \ ‘ye 
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14, de Sn. 740 L ( 303/7° 

Referring to cable a i and despetch May 22 
from Cairos 

Should Department discuss with Ohliger problem 
of defense end denial operations at Dhahran, sight 
should not be lost of desirability of utilizing 
American military forces if needed and practicable and 
of protecting insofar as possible oil concession 
rights end oil company personnel by inducting active 
Ame ricen participants i(+)ice to Saudi Government 
through this Legation of Army's intentions. 


Repeated to Cairos 
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Noe 10 Saudi Arabian Series paisa, MAY 22 1942 


Subject: Protection of Properties of the California 
Arabian Standard 011 Company in Saudi 
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The Honorable 
The Secretary of State, 
Washington. 


Sir: $70, Zp: ae 

Referr, to w 3 Legation's telegram No. 811, 
May 19, Pem., reporting that Mr. F. W. Ohliger, 
representative of the Calif 





AIR MAIL 


the defense of the properties of Pa company in Saudi 
Arabia, and to despatches nod 1608 of April 22, 1942, 
and Noe 1902 of Wie 29, 1942, from the Legation in - 
Baghdad regarding the protection of American oil 
interests in Bahrein and Saudi Arabia, I have the 

honor to enclose a copy of a memorandum on that subject 
handed me by Mr. Ohliger at Bahrein on May 10 while I 
was en route to Saudi Arabia in order to present my 


letter of credence, together with the letter of recall 


of my predecessor, to King Abdel Aziz Ibn Saud. 


Respectfully yours, 


OL. he, 


Alexander Kirk 


Enclosure: 
Memorandum prepared by 
Mre Fe We Ohliger, May 10, 1942. 


Copy sent to Legation, Jedda. C) 
Sent in quintuplicate. — 
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MEMORANDUM ON DEFENSE MEASURES REQUIRED 
AT CASOC 


Facilities essential to the production, processing and 
shipping of crude petroleum are located at Dhahran, Azizayah, 
and Ras Tanura. These facilities have been amply protected 
against sabotage by suitable concrete and sand bag structures, 
and Company guards are on duty wherever advisable. The wells 
which will not be required for the production contemplated 
are being plugged with cement to prevent destruction by the 
enemy, should the enemy occupy the area temporarily or before 
further contemplated steps can be taken to render the wells 
permanently useless to the enemy. The few wells that will be 
necessary to produce the required amount of crude oil have been 
equipped with velocity chokes or valves to prevent serious 
damage should the surface well fittings be destroyed by 
bombing, and it is our plan to plug these wells also with 
cement if time permits should evacuation become necessary. 
Plants essential to uninterrupted operation such as power 
plants, the oil and gas separating system, and certain portions 
of the stabilizer plant (which removes hydrogen sulphide from 
the oil), boiler settings, and pump installations have been 
and are being surrounded with splinter walls to protect them 
from flying bomb fragments during air raids. 


The Company has done all that appears necessary at this 
stage to protect the wells and equipment so that uninterrupted 
delivery of crude oil to the Bahrein refinery is insured, but 
the Company does not consider that passive defense is 
sufficient. The protection that has been provided will not 
prevent bombings from low levels which might completely de- 
stroy all plants and facilities in one small scale attack. 
Anti-aircraft equipment is absolutely essential to ward off 
such low level attacks if the Company's operations are to 
continue. In fact, the steps that have been taken to protect 
equipment and vital plants have very little value if some- 
thing is not done to challenge an air attack. The Company 
feels it essential that anti-aircraft guns be supplied to 
provide such protection; our experience in Saudi Arabia has 
convinced us that these anti-aircraft guns should be manned 
by trained Americans. 


The oil and gas separating and collecting facilities in 
Dhahran are the most vulnerable as well as the most essential 
part of the whole producing and shipping system. If these 
facilities be destroyed, the entire Arabian production would 
be lost to the war effort until such time as the equipment 
could be replaced. The specialized nature of this equipment 
makes it unlikely that it could be replaced in much less than 
eight months and thus no crude oil could be shipped or 
utilized during the interim. This particular system, which 
is the heart of all of our producing operations, could be 
destroyed with about three fairly well placed medium sized 
bombs. It then is the area which must be given the greatest 
protection. Fortunately any protection that is provided for 
the oil and gas separating area would furnish protection 
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for the stabilizer plant and other essential shop areas. It 
is our opinion that this area, which covers approximately 
one kilometer by 500 meters, should have four anti-aircraft 

e It would be desirable to add one or two more gung to 
protect the residential section which adjoins the industrial 
section but such protection is not vital. 


Azizayah and Ras Tanura are the two points from which 
oil can be shipped to the outside. The installation at 
Azizayah is the most important from the standpoint of ship- 
ments to Bahrein. It covers an area of approximately 200 
meters by 100 meters and probably could be protected with a 
minimum of one gun. 


Ras Tanura would ee used 9 nay to load ocean going tankers 
which might cerry oil to r points but it saute be used 

and would be used to ship oil to Bahrein in the event that 
operations at Azizayah are disrupted completely. The Company's 
small refinery also is located at Ras Tanura and altho the 
refinery is not operating at present, it could be put into 
operation in a few days. This refinery would become vital 

to the war effort if the refinery at Bahrein or even Abadan 
were put out of action. It therefore is the Company's opinion 
that at least two anti-aircraft guns should be stationed in 

the Ras Tanura area. This area covers approximately one 
kilometer square. 


The above summarizes briefly the need for anti-aircraft 
defense and the minimum amount of equipment required without 
going into detail of plant set-up. The Company has provided 
and will continue to provide such passive defense measures 
that are necessary. This however is not sufficient but the 
Company is not in a position to provide such equipment 
because: 


1. It does not have it, and 


2. The importation of armed forces is a subject 
which must be handled thru diplomatic channels 


It is the Company's recommendation that the Allied powers 
provide the equipment necessary, that’ this equipment be manned 
by Americans imported for the purpose, and that all arrange- 
ments with the Saudi Arabian Government to bring in this 
equipment and personnel be initiated thru American diplomatic 
channels. 


The Company recommends that anti-aircraft equipment be 
manned by Americans because the American is the most popular 
foreigner in Saudi Arabia, and it is a certainty that he will 
get more cooperation from "the local population than anyone 
else. Furthermore, we are quite certain that Indian, Iraqi 
or Egyptian personnel will create friction with the Saudi Arabs 
which will result in political difficulties and loss of good 
will among the people. It is my opinion that a nucleus of 
75 Americans would be ample to man these guns and to train 
Saudi Arab Nationals in the use of this equipment. 


Before 


~~ 


Before closing, I wish to emphasize that defense from 
air-borne attack is all that is required. A large farce of 
troops without anti-aircraft equipment can be of very little 
help and obviously Saudi Arab soldiers untrained in modern 
warfare would not give the protection needed and would be 
worse than no defense at all. The subject therefore must 
be presented to the Saudi Arab Government in a manner that 
they will not volunteer or insist on moving in several 
hundred Arab soldiers, 


{SIGNED) F. W. OHLIGER 
F. W. OHLIGER 


Manama, Bahrein Island 
May 10, 1942. 


a refer te 
F .6363/27 
STRICTLY CONFIDENT LAL 


The Seeretary of State presents his compliments to 
the Honorable the Seeretary of the Navy, and eneloees 
herevith for appropriate consideration a sopy of despateh 
no. 10, Saudi Arabian Series, dated May 22, 1942, from 
the American Legation at Cairo, entitled "Protection of 
Properties of the California arabian standard 611 Com- 
pany in Saudi Arabia’. 


Enclosure: 


From Cairo, ne. 10, 
Saudi Apvabian Series, 
dated May 22, 1942. 
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SUBJECT: 


,% p> ra DEPARTMENT OF STATE 


Memorandum of Conversation 


Evacuation of American Citizens from Saudi Arabia. 


PARTICIPANTS: Mr. William J. Lena 


COPIES TO: 


California Arabian Standard Oil Company 


Mr. Merriam 


Mr. Lenahan came in at my request to discuss the sub- 
stance of Jidda's telegram no. 27, July 3, 2 p.m., since 
with the exception of five persons all of the Americans 
now in Saudi Arabia are employees of the oil company. 


Mr. Lenahan agreed that immediate evacuation was 
apparently not contemplated by the representatives of 
CASOC in Saudi Arabia, but that preliminary steps were 
felt to be desirable at this time. In response to questions 
he stated as follows: 


The Company's concession does not stipulate in detail 
the circumstances under which the concern may withdraw 
its personnel from Saudi Arabia and cease operations with- 
out loss or impairment of the concession rights. There is 
a force majeure clause which, of course, is open to inter- 
pretation by the Saudi Arab Government as well as by the 
Company. It would assist the Company, if it should become 
necessary to invoke force majeure, if our Government 
should order or advise American citizens to leave Saudi 
Arabia, and if our Chargé’at Jidda should inform the 
Saudi Arab Government c*® his action. If for any reason 
the Department coul¢ not direct Americans to leave but 
only advise them to do so, that would be entirely satis- 
factory to the Company, which had no thought of asking 
us to do in Saudi Arabia more than we had done elsewhere. 


I told 


Ma 
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I told Mr. Lenahan I felt sure that the Department 
would be glad to instruct the Chargé at Jidda at the 
proper time to advise American citizens to depart, and 
that offhand I could see no objection to the Chargé's. 
informing the Saudi Arab Government of his action. I 
reminded Mr. Lenahan that such advice was commonly issued 
well in advance of actual necessity to move out, citing 
the case of Egypt where American citizens had been advised 
to leave more than a year ago. I then raised the question 
whether, in view of the special conditions in Saudi Arabia, 
it would be advisable to issue an advice at this time, 
or to give the Chargé discretion in the matter. 


Mr. Lenahan stated emphatically that it would be 
most inadvisable to issue such an advice at this time, as 
the Saudi Arab Government would be thoroughly upset in 
the conviction that evacuation would be carried out forth- 
with.. He also believed, and it was the belief of his 
principals, that it would be undesirable to make the 
Chargé at Jidda responsible for timing the issuance of 
the warning. In that connection, Mr. Lenahan stated that 
the question of ceasing operations and evacuating the 
Company's employees was closely bound up with strategic 
considerations of the highest importance, that the War 
Department considered Bahrein and Dhahran might continue 
in operation even after the oilfields and installations 
in Palestine, Iraq and Iran went. If they did go, nothing 
except Bahrein and Dhahran would be left in that part of 
the world and they would undoubtedly be continued in 
operation to the last moment. Therefore, the decision to 
evacuate would be a highly important one in which the 
military authorities would probably play the leading part, 
and should not be left to the discretion of any one official. 


As regards denial operations, Mr. Lenahan said that a 
full account of preparations to date had been communicated 
about two months ago by Mr. Davies, President of CASOC, 
to Mr. James Terry Duce, Chief of the Foreign Division, 
Office of the Petroleum Coordinator, who in turn had 
informed General Pyron, the Army's humber one man on oil. 
General Pyron had expressed himself as entirely satisfied 
with the measures which had been taken and had advised 
that no further steps be taken for the present. It had 
been agreed that final denial operations would be under- 
taken purely s a military operation, by the British or 
United States forces or both, The Company felt that it 
would be most inadvisable to bring its employees tem- 
porarily into military service for the purpose. 


Mr. Lenahan 


-3- 


Mr. Lenahan considered it highly unlikely that com- 
munications between this country and Saudi Arabia would 
be entirely disrupted. He pointed out that if the 
ordinary cables were eliminated, the Company's own con-, 
munication system would be available to us, and there 
was also the pessibility that by the time matters became. 
acute the War Department would itself have undertaken 
activities in Saudi Arabia and set up its own communi- 
cation system. 


It appeared clear from recent exchanges of infor- 
mation with the War Department that while various pos- 
sibilities were being explored, that Department had no 
7 plan for taking over the defense or operation of 
D an. 
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We are entirely in agreement with the- 
point of view expressed in your memorandum 
of July 17. What we had in mind in drafting 
paragraph three of the telegram to Cairo was 
the desirability of retaining responsibility 
in the Department and not transferring it to 
Jidda at this time. The wording of that 
paragraph has been altered to make this clear. 
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July 17, 1942. 


3} VISION iF 
“ASTER AFFAIRS 


8D has not initialed the underlying telegram to 
the Legation at Cairo in view of the implication made 
in the third paragraph thereof that the Denartment con- 
templates delegating to some other agency of the Govern- 
ment the responsibility for the issuance of an evacuation 
Warning to the Americans of Saudi Arabia, 


8D has noted that paramount, strategic considerations 
are involved in the question of the possible evacuation of 
American 011 company personnel from Dhahran, but as the 
Department is responsible for the safety and welfare of 
American citizens abroad it does not appear desirable to 
consider delegating to sone other agency of the Government 
the responsibility of deciding when warnings should be 
issued for the evacuation of American citizens from the 
dangerous areas abroad. 


8D perceives no objection to consulting other Govern- 
ment agencies with a view to ascertaining their views as 
to the effect on the common war effort of the evacuation 
of Americans in certain dangerous areas abroad, nrovided 
the final decision in this respect is made by the 
Department after consideration of all factors involved. 


If NE is agreeable to omitting the third paragraph 
in the underlying telegram or to redrafting it so0 as to 
eliminate any possible implication that the Department 
may relinquish its responsibility for the issuance of an 
evacuation warning, SD will gladly initial the telegram. 


Joseph C. Green 
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My 14, June 5, 1 Brbttreor ste 


DEPARTMENT OF STATE 


Casoc's cable 375 to San Francisco office raises 
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question of possible Evacuation Dhahran. To protect 


[poinsofar as possible valuable concession rights the 


J Government should assume resvonsibility for evacuation 
yy 


by requesting company to protect lives of Americans 


by temporary withdrawal from Saudi-Arabia. The Legation 


might transmit request to company representative here 


[ 

<= 

and should supply copy to local government before (repeat,, 
o 

before) Evacuation begins. red 
NO 


If desirable, a skeleton crew inducted into 
militery service could remein for possible denial 
operetions though evacuation would greatly increase 
threat of interference from local officials, 

Circumstences necessitating evacuation might 
make impossible rapid communication with Department 


or Minister Kirk and it is therefore respectfully 


suggested 


oth HR ZEE NPM 


“2- #27, July 3, 2 pem., from Jidda. 


suggested that Department, company, and military 
officials formulate request together with pertinent 
instructions leaving to discretion of Legation actual 
time of delivery to company and local government. Lee 
gation is in constant touch with local company repre= 
sentative e 

The foregoing is based on assumption that army 
has no plan for taking over defense and perhaps 
operation of Dhahran. 

(REPEATED TO CAIRO). 
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) Night letter 

on eerie Bepartment of State 
Day letter 


Night letter Washinglgn, 
Charge to 4 a 


a YY 
$ Talo; 1942 


| ull 








| Thit cowle was sent ir corfdantial Coae 


WW ehewid be careliny caraanrases 5 ¢B 
Jidda's 27, July 3, 2 p.m. deing communiCatas to snyons. ci 


LEAT FT SST Pr 


At the proper time the Department will instruct 
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its representative at Jidda to advise Americansto 
evacuate Saudi Arabia. If and when that is done, the 
Saudi Arab Government should be officially informed. 


However, no such warning or advice should be issued 


13/Sd 


at this time or any other time except on specific 
instructions from the Department because it is undesir- 
able to alarm the Saudi Government and because evacuation 
will be advised only after consultation with the War 
Department in view of the paramount strategic con- 
siderations involved. 

Final denial operations are understood to be the 
subject of agreement between the company and responsible 
officials here whereby action would take place as a 


strictly military operation in which company employees 


would not take part. 
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Full rate TELEGRAM SENT CONFIDENTIAL 


Charge Departments Beparhuent of State ania 
Wig letter Washington, 


Qn 


Department will of course bear the question of 
communications in mind but due to strategic considerations 
above mentioned desires to retain responsibility for 


Vvatn ie it own Aands. 
issuance of evacuatio 





While the War Department is considering various 
possibilities, it apparently has no present intention 


of taking over defense or operation of Dhahran. 


Repeat to Jiddaq- Apha ~pr =A a Fe 
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PARAPHRASE OF TELEGRAM SENT 


FROM: Secretary of State, Washington 
TO: AMLEGATION, Cairo 

DATED: July 22, 1942, midnight 
NUMBER: 788 


Reference is made to Jidda's telegram no. 27 of 
July 3, 2 p.a. 


The Department will at the proper time instruct its 
representatives at Jiddato adwise the evacuation of Saudi 
Arabia by American citizens, The Government of Saudi 
Arabia should be officially informed if and when that is 
Gone, However, in view of the fact that it is undesir- 
able to alarm the Saudi Arab Government, and because 
evacuation will be advised only after consultation with 
the War Department owing to the paramount strategic consi- 
derations involved, no such warning or advice should be 
issued at this or any other time except on specific 
instructions from the Department. 


It is understood that final denial operations are 
the subject of agreement between the appropriate officials 
here and the company whereby company employees would take 
no action. The denial operations would be carried out as 
a strictly military action. 


The question of communications will, of course, be 
borne in mind, but the Department desires to retain res- 
ponsibility for the issuance of an evacuation warning in 
ite own hands, due to the strategic considerations mentioned 
above. 


Apparently the War Department has no present intention 
of taking over the defense or operation of Dhahran, although 
it has the various possibilities in mind. 


Repeat to Jidda,. 
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paraphrased before being 
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other than a Governmental Rec'd 43:37 a.m. 9th.- 
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Washington. 





‘DEPARTMENT OR STATE 
al 28. July 7, 3 petis 
( / - Reference 18 made to the Legation's despatch 
) no. 15. June 20. and the Legation's telegram no, 27 28 
JULY Diy 2 p.m. 
British authorities do not permit departure 
California Arabian Standard 011 Company employees 


from Bahrein nor will they issue British visas in 
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vidda without prior approval of Louis Johnson, 


02 1Nf 


Presicent's renresentative New Delhi, who is un- 
derstood normally to authorize Geparture after ariva 
of replacement. This requirement conflicts with the 
comacny's police of progressively recucing staff in 
Arabia not needec for production of oil. 

In the present uncertain conditions in the Middle 
East and with the threat of forced evacuation the 
present system may work a hardship on the persons 


affectead. The simplest solution of the problem of 
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Cequate staff would appear to be an arrangement 





between the company arid the competent authorities in 
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—2~ #28, July 7, 3 peme from Jidda 


Washington. Even if it should become necessary and 
advisable to oblige certain individuals to remain 
in Arabian this Legation would appear to be a more 
suitable control agency than New Delhi because 
of its location, the presence of a responsible 
company representative here and the case and 
rapidity of communications with Dhohran. 

Repeated to Cairo. 
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Full rate TELEGRAM SENT CONFIDENTIAL 
Collect ; Day letter 
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= Department of State PARTAIR 
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Night letter Washington, Ar i A Ac th 
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July 455 “1942 
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CAN LEGATION 
JIDDA (SAUDI ARABIA) 
/7 
Your no. 28, July 7, 3 p.m. has been repeated to 
New Delhi with a statement to the effect that the a 
Department concurs in your view that your office is a - 
more suitable control agency than New Delhi. You are oO 
6 
authorized in your discretion to facilitate the company's Oo) 
Person ne WN 
gr plans which appear reasonable to you. ~ 
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PREPARING OFFICE 
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TO BE TRANSMITTED 
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AMERICAN MISSION 

NEW DELHI (INDIA) 

25H 

The following is quoted from Jidda's no. 28, 

July 7, 3pm. to the Depertment: 

QUOTE British authorities do not permit departure 
California Arabian Standard 011 Company employees from 
Bahrein nor will they issue British visas in Jidda 
without prior approval of Louis Johnson, President's 
representative New Delhi, who is understood normally 
to authorize departure after arrival of replacement. 
This requirement conflicts with the company's policy 
of progressively reducing staff in Arabia not needed 
for production of oil. 

In the present uncertain conditions in the Middle 
East and with the threat of forced evacuation the 
present system may work a hardship on the persons af- 
fected. The simplest solution of the problem of adequate 
etaff would appear to be an arrangement between the 


company and the competent authorities in Washington. 
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Sent by operdlot =. Me IO 
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PREPARING OFFICE TO BE TRANSMITTED 
WILL INDICATE WHETHER SECRET 


Full rate TELEGRAM SENT 
Collect Day letter CONFIDENTIAL 
Night letter ———S RESTRICTED 
CLEAR 


Charge Department: Departuent of State PARTAIR 


Full rate 
Day letter 
Night letter Washington, 


Charge to 
$ 


iin 

Even if it should become necessary and advisable to 
oblige certain individuals to remain in Arabia this 
Legation would appear to be a more suitable control 
agency than New Delhi because of its location, the 
presence of a responsible company representative here 
and the ease and rapidity of communications with Dhohran. 
UNQUOTE 

The Department is informing Jidda that the Legation 
there appears to be a more suitable control agency than 


New Delhi and that you have been informed to that effect. 
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WILL INDICATE WHETHER SECRET 
"(Full rate TELEGRAM SENT CONFIDENTIAL 
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Full rate 
Day letter 
Night letter Washington, 
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AMERICAN MI 
NEW DELHI 


ofr With reference to the Department's wise 


1942, 11 p.m., the following airgram from Jidda is 


SEP 15 1948 


repeated for your information: 

QUOTE Referring to the Department's baa ds, aves 
July 15, 11:00 p.m., 1942. 

American 011 company personnel must still obtain 
approval from New Delhi through British Political does 
before being permitted to leave Bahrein. This applies 
to CASOC employees who pass through Bahrein in transit 
and causes inconvenience without any visible benefit. 

British Political Agent in Bahrein is reported to 
be ready to abandon the system but must have authoriza- 
tion from New Delhi. 

It is suggested tat the Department review the control 
Plan and, if there is no valid reason to maintain it, 
instruct the mission at New Delhi to suggest its abandonment 


to Government of India. UNQUOTE 
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‘ARING OF FICE TO BE TRANSMITTED 
WILL INDICATE WHETHER SECRET 
Full 
bed rll TELEGRAM SENT nies 
Night letter —- 
Charge Department: 
ia Beparhuent of State ner 
Day letter 
Night letter Washington, 
Charge to 
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If no objection is perceived to doing so, please 
suggest to the Government of India the abandonment of the 


control plan in question. 
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JIDDA ioe? 24 


a} 
Your A-19, August 16;/ 12 noon. 


The following airgram has been transmitted to New 


Delhi by the Department: 


a 


FF 


gee 


QUOTE With reference to the Department's 554, July 15, 
1942, 11 p.m., the following airgram from Jidda is repeated 
for your information: SUBQUOTE Referring to the Department's 
telegram no. 17, July 15, 11:00 p.m., 1942. 


American o11 company personnel must still obtain approval 


from New Delhi through British Political Agent before being 
permitted to leave Bahrein, This applies to CASOC employees 
who — through Bahrein in transit and causes inconvenience 
without any visible benefit. 

British Political Agent in Bahrein is reported to be 
ready to abandon the system but must have authorization 
from New Delhi. 

It is suggested that the Department review the control 
plan and, if there is no valid reason to maintain it, 


instruct the mission at New Delhi to suggest its sdbandonment 


PION GI gw seaecectaoscinrserintinsecisn 
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PREPARING OFFICE TO BE TRANSMITTED 
WILL INDICATE WHETHER 


SECRET 

ae Aebiel TELEGRAM SENT CONFIDENTIAL 

” (Night letter Fe re RESTRICTED 
— Departuent of State AIRGRAM 

Ful rate . 

r 

Night letter Washington, 
Charge to 
$ “— 


to Government of India. END SUBQUOTE. 

If no objection is perceived to doing so, please 
suggest to the Government of India the abandonment of the 
control plan in question. UNQUOTE 
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COPIES TO: 


NEAR EASTERN DIVISION 
DEPARTMENT OF STATE 


Memorandum of Conversation 


(TELEPHONE) 


SUBJECT: Proposed Travel of General Spalding to Bahrein and 


Saudi Arabia. 


PARTICIPANTS: Captain Seipel, War Department, Extension 6115 


Mr. Merriam 





Captain Seipel stated that the War Department had 
received a telegram from General Maxwell in Cairo asking 
that General Spalding be instructed to inspect denial 
measures in the oilfields in Bahrein and Saudi Arabia, and 
that diplomatic preparations be made in connection with 
his visit. He asked for my comments and suggestions. 


I asked Captain Seipel to send me a paraphrase of 
General Maxwell's message so that we could see exactly 
what was involved, I told him of my understanding that 
General Pyron had a considerable amount of information in 
regard to denial measures in the oilfields in question, 
and that I presumed that information was available to 
General Spalding. There ay oe to be no steps which 
could be taken here as the Saudi Arab Government had no 
representation in Washington, but we would be glad to 
instruct Cairo and Jidda to facilitate the General's 
journey and mission in every possible way, 


Captain Seipel said that unfortunately General 
Spalding would be unable to avail himself of the infor- 


mation possessed by General Pyron as General Spalding 
was leaving for Egypt at 11:00 this morning. 
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Secretary of State, . = 


OEE OF THE 
Washington. a a, 


12921, July 13, 9 a.m. 





DCPARTM STATE 
General Maxwell informs me that he hes 


suggested to War Department that General Svalding 
who 1s procfeding to this arta be requested to cause © 


a survey to be made of possible defense and denial 


1¢/e9F9°* JO6R 


measures applicable to the ofl companifs at Bahreinann 
in Soudi Arabia which have recently been the subject 
of an informal investigation by Lieutenant Commander 
Lockard United States Navel Observer at Basra, 

As ‘Devartment is aware this question has teen 


the subject of messages from this Legation and the 


eS ir 


‘ 
v 


Legation st Jidda and in view of fact that any 


évol 


eta TeyUepyUCD «= aT 


action along this line may involve presence in Saudi 
Arebia of American exverts I urge that Moose be kept 
informed of developments in order that he may be in 
position to give advice and recommend measures with 


a view to minimizing danger of arousing Seudi Arabian 


susceptibilities at this time. 


SWS/ Sd 


Repeated to Jidda. 


KIRK 
WSB 


fi: Steplrse/se aap 


WILL INDICATE WHETHER 


TO BE TRANSMITTED 
x 
cetec (f i TELEGRAM SENT Biecttatwith 
ct tt 
ot [Ot ees mstmcre 
—~ Department: Deparhurnt of State PARTAIR 
ull rate 
D 
Nicht letter W ashington, 
Charge to 
$ JUL 20 1949 


, AMERICAN LEGATION ee 
CAIRO 
| Thin cable weesert i few mr 
fy - oe Ky ateuld be ceceiiity Pay, A 
Your 1221, July 13, 9a eB, oming Communicaion [6 a cure tint bod ai} 


Department is informed that General Spalding left 
Washington on July 14. 





The War Department ie understood 
to have considerable information in addition to that 


furnished by Lockard regarding denial activities and 
plans respecting the oilfields under reference but the 


General was unable to acquaint himself with them prior 
to departure, 
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You and thé Legation at Jidda are requested to 
facilitate General Spalding's work in every possible 
way, 


Local representative of CASOC has been informed 


and states that Dhahran will be advised to expect this 


visit. 


Inform Jidda, ; | U 
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DEPARTMENT OF STATE 
STRICTLY CONFIDENTIAL 
,6363 /26 
My telegrgn Wo, Nie né 5, 14 pem. and Cairo's 
€3 65 
Noe ron POPE OF elle 


In response to “ritish inquiry from Cairo British 


(dor inister and I on July lst conferred on advisability 


of mentioning possible denial operations to Saudi 


Government. ‘Ve agreed that such nention would create 


needless alarm and harm standing of United Nations 


with local government. Mr. Bird opined that recent 


German Advences in Egypt made present time particularly 
inopportene. 

In sy opinion no favorable time will occur to 
mention denial alone though it might be linked with 
Gefense ina more palatable phrase such as "na intenance 


of military detachments, cMdaicuent of anti-aircraft 


defenses and other military mecsures desis:ned to 


prevent the oil installation from falling into eneny 


hands". 


Cairo has been informede 


MOOSE 
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AMERICAN LEGATION 





Jidda, June 20, 1942. 


STRICTLY CONFIDENTIaL 
Subject: Memorandum Relating to Measures 
Designed to Protect Oil Properties ? 


at Dhahran. 
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The Honorable 
The Secretary of State, 
Washington. 
6363/26 
ype {> $569/ 


Sir: 
I have tne enor to refer to the Legation's 


telegram No. 14 dated June 5, 1942, 1:00 p.m., and 


en 


Zy6l 0 LOO 


to enclose herewith for transmission to the addressee, 
ra 


Vnpi/sa 


= 


& Memorandum by Mr. L. M. Snyder concerning his attend- 
ance at the sessions of the Petroleum Advisory Committee 
in Baghdad during the month of May, 1942; as well as a 
copy of a letter from the British Middle East Command, 
Cairo, addressed to the California Arabian Standard 
Oil Company. 

The Department may wish to make copies of the 
letter and memorandum before forwarding the communica- 
tion to the California arabian Standard Oil Company, 
San Francisco. 

This Legation has had no opportunity to read the 
enclosure to this Despatch, but a copy in the files 
of the California arabian Standard Oil Company office 
in Jidda will be accessible. 


Respectfully yours, 


ames S. Moose, ‘jr. 
Ch. e d'affaires ad interin. 
Hnclosure: as stated, single copy 
To the Department in Triplicate 
JSMiz2/jhs 
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CONFIDENTIAL 


In reply refer to Auguet 19, 1942 
FO 890F 6363/33 


My dear Golonel Coréerman: 


With reference to my letter to you of February 18, 
1942, there is enclosed, for appropriately urgent 
exemin: tion and disposition, an envelope eddressed to 
the Califv.nia Arabian Stondard O11 Company, 200 Bush 
Street, San Francisco, California. This communication 
was transaitted to the Department under cover of a 
despatch from the American Legation at Jidda, Saudi 
nol im & @eoy of which is enclosed for your information 
only. 


If you consider that thie communication should be 
released, in as much se it has no postage, please return 
4t to the Department to be transmitted to the addressee. 


Sincerely yours, 


George A.Gordon % 
Aoting Chief, Division of 
Foreign Activity Correlation 


Enclosures 
Envelope. 
Copy of despatch. 


Colonel W. Preston Corderman, i ae 
Chief Postal Censer, ea 
The Office of Censorship. - 
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ra April 29, 1942 
NE - Mr #Alling: 


At the meeting of the Liaison Committee held bn 
Monday, April 27, the protection of the oil installations 
in Saudi Arabia was considered. The representative of 
the War Department stated that that Department had at 
present no plams to send any forces or equipment to the 
region in question. It is the belief that while a 
possibility of an air raid on the oil fields of that 
region exists the danger to the refineries on Bahrein 


(0) 


Orme Wilson 


Island is much greater. 
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MEMORANDUM 
April 17, 1942 
UeL Mr. Wilson 


otection of Oi tallations in Saud bia 


Reference is made to the attached memorandum of 
@ oonversation on the subject of the protection of 
American oil installations in Saudi Arabia. 


You will recall that at a recent meeting of the 
Liaison Committee a similer question was brought up in 
regard to American oil installations at Bahrein, In 
that case the representative of the War Department pointed 
out that the British are responsible for the protective 
measures there, since Bairein lies in the general area 
of British military responsibility and is, moreover, a 
Sheikhdom under British protection. 


The case of Saudi Arabia is, of course, entirely 
different in that the Kingdom is entirely ind@pendent 
and does not permit any British soldiers to enter the 
country. It even forbids the American oil company there 
to emplg any British subject. In consequence, the 
British are unable to meet their military responsibility 
in that country. While Saudi Arabia might be unwilling 
at this time to permit American armed forces as such to 
enter the country, it might be feasible, for the purpose 
of protecting the strategically valuable installations 
in question, to bring in anti-afroraft guns and United 
States Army personnel for the purpose of instructimgthe 
Saudi Arab forces in their use, 


We should appreciate it if you would take this matter 
up with the War Department in some appropriate manner. We 
snould, of course, be glad to issue the necessary instruc- 
tions for placing the watter before the Saudi Arab Govern- 
ment. The best time to present the watter will be while 
Minister Kirk is in Saudi Arabia, consequently we feel that 
it would be desirable for a decision to be reached as soon 
as possible. 


Paul H. Alling 


DIVISION OF NEAR EASTERN AFFAIRS 
DEPARTMENT OF STATE 


Memorandum of Conversation 


DATE: April 16, 1942 


SUBJECT: Protection of 011 Installations in Saudi Arabia. 

PARTICIPANTS: Mr. Lenahan, California-Arabian Standard 011 Company. 
Mr. Alling. 

COPIES TO: 
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Mr. Lenahan stated that he was calling at the 
request of Mr. Fred Davies, President of the California- 
Arabian Standard 011 Company. Mr. Lenahan said that 
some fifteen of their employees who had recently arrived 
from Saudi Arabia had stressed to Mr. Davies the vital 
necessity of finding some means of protecting the oil 
installations in that country. At the present time the 
only protection consisted of a moverate number of Saudi 
Arabian troops who are armed only with rifles. The 
considerable number of American employees in Saudi 
Arabia felt very strongly that the installations would 
be subject to attack from the air at almost any time, 
and there was absolutely no means at present of defend- 
ing the properties against such an attack, The company 
had spent several hundred thousand dollars in building 
concrete reenforcements around the installations, but, 
although these would help‘ probably in reducing damage 
from air attacks, what was really needed was anti- 
aireraft protection. 


I asked Mr. Lenahan what proportion of the oil 
being refined in Bahrein was obte ned from the Saudi 
Arabian field, and he replied that of the 37,000 barrels 
refined daily 17,000 barrels came from the mainland. 


I 
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protections and he Geplied that aprarentiy ir. Davies 


protection ee as that = 4 ash one Mr, Davies 

possibly th an and — 
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AMERICAN SMELTING AND REFINING COMPANY 
MINING DEPARTMENT 
120 BROADWAY, NEW YORK 
ee 


H.A.GUESS Augues 410, oo 


VICE PRESIDENT 


Mr. Paul He Alling, Chief 
Division of Near Eastern Affairs 
Department of State 

Washington, De. C. 


Dear Mr. Alling: 


‘ 


As you no doubt have been informed by Mr. Ke Se Twitchell 


when he was in Washington last winter, the American Smelting and 
Refining Company is a large shareholder in the Saudi Arabian 
Mining Syndicate, Limited (a Bahama corporation) and acts as the 


technical Manager thereofe I am President of the Saudi Arabian 


Mining Syndicate, Limited and am therefore writing you this letter 


on behalf of both the Syndicate and the American Smelting and 


Refining Companye 


With your aid and that of Mre Gordon Merriam of your 


Division, Mre Twitchell obtained for the Syndicate from the War 
Production Board project certificate #5498-A dated January 30, 1942, 


covering essential supplies for a period of six months for the 
Syndicate, to be purchased in the United States in an amount not in 
excess of $51,947.47. This project certificate expired by limitation 
on July 31, 1942. 


step 6363 At the time Mr. Twitchell was carrying on his negotiations with 


the War Production Board for the issuance of this certificate he 
received the active aid of your Division, as well as the support of 
the British Embassy. This action was taken, we understand, in view 
of the importance of Saudi Arabia in the Near Eastern situation and 
the desire to keep that country in a statle, economic condition with 
the thought that any unrest in that country, the seat of the Moslem 
religion, might have serious repercussions for the United Nations in 


those countries where the Moslem religion is predominante 


As you know, the only industries which contribute substantially 
to the economic welfare of Saudi Arabia are the operations of 
Syndicate at its property located about 250 miles northeast offViJed@@a, 
and the opers ions of the O11 Company bordering on the Perstian<Gu 

al 

It is our intention to apply in the near future for a six 
months! extension of the above mentioned project certificate ¥$h08-A 
because without such extension we shall be unable to purchase supplies 
in the United States for the operations of the Syndicate, and 


therefore we shall be forced to shut down the property with consequent 


serious effects on the economy of Saudi Arabia. 


In view of our recent experiences with the War Production Board 
and the Board of Economic Warfare, in connection with obtaining 
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Mr. Paul Ae Alling: - 2 8/10/42 


supplies for a gold property located in Nicaragua, we are convinced 
that we can obtain no consideration for the Syndicate in Saudi Arabia 
unless we have the active support of the Department of State, 
supported by representations from the British Embassy. Under present 
conditions we feel that we would have a better chance of success if 
our request for an extension were initiated in the proper Division 

of the Board of Economic Warfare because at this time the War 
Production Board does not view with favor the question of furnishing 
Supplies to any gold property no matter where situated. 


We assume that the importance of Saudi Arabia to the Near 
Eastern situation is at this time even more important than early 
in 1942 in view of recent developments in Libya, Egypt and India and 
that, therefore, we can be assured of the support of the State 
Department and of the British Embassy in our efforts to continue the 
operations of the Syndicate. 


If you agree in principle with our position as set forth above, 
I shall be very glad to have Mre E. We Thornley, Vice-President of 
the American Smelting and Refining Company in charge of purchases, 
or Mre Re Fe Goodwin of my Department - each of whom is entirely 
familiar with the details of negotiations necessary to secure the 
desired extension of the project certificate mentioned above = call 
upon you to discuss in detail the form of letter which you feel the 
Department can write in support of our requeste At the same time 
either of these gentlemen could call upon the individual in the 
British Embassy who would handle such matters in order to secure a 
suitable letter from the Epbassy alsoe No doubt you can arrange an 
appointment with the Embassy for this purposeée 


We regret to have to take up your time with matters of this 
nature, but we are convinced that without your aid and that of the 


British Embassy at the time we make the request for extension, the 
request will be refusede 


Sincerely yours, 


\ “s+ T 
Vice-President 
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' DEPARTMENT OF STATE 


Memorandum of Conversation 


DATE: September 20, 1941 


SUBJECT: EXPORT LICENSES FOR SAUDI ARABIAN MINING SYNDICATE 


PARTICIPANTS: Mr, K, S, Twitchell 


Mr, Merriam 


COPIES TO: 








Mr, Twitchell handed me a copy of a letter of Septem- 
ber 19, 1941, which he had received from Mr. Thornley, Vice 
President of the American Smelting and Refining Company, 
together with a copy of a memorandum showing the ownership 
of the Saudi Arabian Mining Syndicate according to the 
respective nationalities of those having an interest therein, 
Both papers are attached, Mr, Twitchell asked for the name 
of the official in the Office of Export Control with whom 
he should discuss priority ratings for the export of equip- 
ment and supplies required by the Syndicate for its operations, 

After talking with Mr, Nielson of Co, I said that either 
he or Mr, Yost of thatDivision would be glad to discuss the 
matter, and that Mr, Twitchell might also wish to call on 


Major Clabaugh of the Office of Export Control or his designate, 


NE:GPMerriam:EMA 
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MEMORANDUM 
December 1, 1941 


SUPPLIES REQUIRED BY SAUDI ARABIAN MINING 
SYNDICATE 


DE - Mr, Bunn: 


Attached is a copy of a letter of November 24, 1941 
from Mr, K, S, Twitchell on behalf of the American Smelting 
and Refining Company, addressed to the Office of Export 
Control, concerning applications for the export of materials 
for the operations of the Saudi Arabian Mining Syndicate, 

This copy was delivered to us by Mr. Barclay of the 
British Embassy, who stated that the Embassy desired to 
support both the application for the materiale listed and 
the request for a blanket priority. 

It is our understanding that the British Purchasing 
Commission has also given its support to the wishes of the 
American Smelting and Refining Company in a letter sent 
direct to the Office of Export Control, 

We have been informed that the first request for 
blanket priority was denied on the ground that the Syndicate's 
gold production is not needed in this country, So far as 
we know, however, the argument that the gold is required 
here has never been adduced in support of these applica- 
tions, The point of view of this Division of the British 


officials 


wen 


officials in Washington who have considered the matter 
is that it would be highly desirable to permit the export 
of materials to the Syndicate for politico-economic reasons, 

The line of reasoning is that King Ibn Saud is the 
outstanding figure in the Arab world and is held in the 
highest esteem by the Moslem world as a whole, There are 
some 100,000,000 Moslems in the British Empire alone, and, 
of course, a large number in the Dutch East Indies, who are 
influenced by Ibn Saud's political attitude, He is the 
overlord of the Holy Places which are the principal objects 
of Moslem veneration, and to which great numbers make the 
pilgrimage every year, although this traffic has been reduced 
since the outbreak of the present war by the shortage of 
shipping, 

Tbn Saud's economic position is bad due to the drastic 
reduction in the’ numbers of pilgrims, from whom he are & 
considerable revenue, and to the reduction in the oil 
royalties he has been receiving. However, he needs large 
amounts of cash to keep the tribal sheikhs in order and to 
purchase basic foodstuffs and etothine for his people, 

Recognizing this situation, and the fact that it is 
essential to keep Ibn Saud well disposed, the British 
have been auhetlieter him on a generous scale, We are 
informed, for example, that they have just reached a 
decision to provide him with $15,000,000 in 1942, 

In 


-3- 


In view of the importance of the matter, we feel 
that it is highly desirable to permit the export of 
materials which will permit the Saudi Arabian Mining 
Syndicate to continue to operate, The Mining Company fur- 
nishes cash to Ibn Saud and employment to a number of 
Arabs. Favorable action, upon the application would thus 
constitute a modest contribution to the stabilization of 
the Arab and Moslem world, which of course is absolutely 
essential in the existing situation, If Ibn Saud should 
get the feeling that we are unsympathetic to his essential 
requirements, he could of course cause a great deal of 


trouble, 


Wallace Murray 


NE;GPM: BLS 
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December 5, 1941 


NE 
Mr, Murray: 


SUPPLIES REQUIRED BY SAUDI ARABIAN MINING 
D 


Thank you very much for your memorandum concerning 
the supplies required by the Saudi Arabian Mining Syndicate, 

Mr, Twitchell filed his applications in their present 
form at Se reecusentetion after his original application 
for a mine serial number had been denied, I am advised 
this morning at the Office of Economic Defense Board 
that his applications have cleared all the agencies there 
and have gone forward to the Office of Production Manage- 
ment for action, I have every reason to believe that 
they will receive favorable consideration at the Office 
of Production Management, 

For your information the refusal of a mine serial 
number was based on the fixed position of the Office of 
Production Management that this special privilege should 
not be extended to gold mines any where in the world, 

They have acted similarly on applications from Colorado, 
Alaska, Canada, Honduras, Guatemala, and Colombia, The 


Policy 


iellive 


Policy Committee, Economic Defense Board, on which we 
are represented by Mr, Charles Yost, has urged favorable 
action on several cases including the one from Saudi 
Arabian Mining Syndicate, but the Office of Production 
Management has been adamant. Their point is that gold 
is not a defense material and that if they granted mine 
serial. numbers to gold mines in foreign locations, they 
could hardly refuse them in the United States, They 
Policy Committee finally submitted when it saw that further 
protest was useless, But it especially requested, and 

I have no doubt will receive, favorable consideration 
for applications for preference rating in certain cases, 


among them this one, 


Charles Bunn 


DE:CB;GEF:HCW 
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December 17, 1941. 


DE 
Mr, Bunn: 


SUPPLIES FOR SAUDI ARABIAN MINING SYNDICATE 


Enclosed is an original letter and a copy thereof 
dated December 15, 1941, received by Mr. K, 8S, Twitchell 
from Mr, E, W. Thornley, Vice President of the American 
Smelting and Refining Company, expressing the latter's 
anxiety in-regard to materials required by the Saudi 
Arabian Mining Syndicate for continued operation, It 
is understood that the relevant applications have 
reached the stage of consideration by the Office of 
Production Management but that a decision has not yet 
been taken, 

The political conditions which prompted this 
Division, in its memorandum of December 1, 1941, to 
view these applications favorably, naturally apply 
with even greater force now that we have entered the 
wer, All of the chief supply lines to our Allies, 
with the exception of that to Great Britain, lie 
through the Moslem world, This it is important to 
bolster the economy of King Ibn Saud, the most in- 
fluential Moslem, and to insure his friendly attitude, 


in every possible way. 


If 


wie « 


If you concur and can properly do so, it would be 
appreciated if you would bring the foregoing to the 
attention of the interested officials, 


Wallace Murray 


NE:GPMerriam:GC 
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January 21, 1942 


NE: Mr, Merriam 


EU: Mr, Henderson 
Mr, Hickerson 


Saudi Arabian Gold Mining Syndicate 


This matter has hitherto been dealt with by NE and 
DE, In the present situation, because of the facts to 
be stated in a moment, I think it necessary that Eu be 
consulted, 

The application now pending at OPM is for priority 
assistance on a modest quantity of machinery, etc., 
including rubber tires, to assist in the operation of a 
gold mine in Arabia, Applications for scarce material 
for gold mining in other countries have generally been 
declined at OPM on the ground that the other materials 
are more scarce and more important than the resulting 
gold, In this particular case, DE has supported the appli- 
cation at several stages on the general ground that; (1) 
the friendship of King Ibn Saud is important to the 
British cause in the East, and (2) the continued operation 
of this particular property is important to the friendship 
of King Ibn Saud, 


The 


Se 


The question now is whether the war in the Pacific 
ought to change our recommendation, 

The results of that war bearing on this question 
are, namely; (1) rubber is unobtainable for an indefinite 
and probably a long period; (2) one of the major supply 
routes to Russia, that through Vladisvostok, is cut; 

(3) shipping has become even more scarce than it was 
before, 

The results of the shipping shortage are that our 
promised deliveries of materials to the Soviet Union 
are not being carried out and that the tin plate and 
other materials made available to South American destin- 
ations are piling up in port. 

If the material now in question is to go to Saudi 
Arabla it must go around the Cape of Good Hope and 
through the Indian Ocean, That is, of course, also 
the route by which material is delivered to the British 
forces in the Near East and to the Persian Gulf for 
tranemiesion to Russia, Whatever is sent upon this order 
will necessarily reduce to that extent the shipping space 
available for one or the other of these destinations, The 
question that we have to decide is, therefore, this: Is 
it more important to the cause of the United Nations that 
material for gold mining be delivered to the Saudi Arabian 
Gold Mining Syndicate, or that an equivalent tonnage of 


material 
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material (say, of rubber tires since that is the material 
in issue at the moment) be delivered to the British 


forces based in Egypt or to the Russian supply line 
based on the Persian Gulf, | 


Keine *chitep 


DE;CB:HCW 
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MEMORANDUM 


January 21, 1942 


DE - Mr, Bunn 
A M 8 


Responding to your memorandum of January 21, 1942, 
we should like to state that this Division has never 
considered the product of the mine in question; namely, 
gold, as having any important significance in the matter, 
which we have viewed from the political standpoint, It 
is our understanding that the Economic Defense Board and 
the OPM, after considering the matter exhaustively, have 
also reached the conclusion that.it should be viewed 
politically, Accordingly, the entire "project", the 
materials for which are valued at the very modest amount 
of $51,000, has been approved by the Board of Economic 
Defense on political grounds, and it has also been approved 
in ite entirety by the OPM (an AID rating having been 
accorded) with the exception of the rubber item to the 
value of $3,000 which requires special authority. The 
other commodity groups for which AID rating have been 
obtained are: iron and steel, industrial and office 
machinery, automobiles, and power, As the operations of 


the 
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the mine are heavily dependent upon motor transport, they 
“pase have to cease unless transport can be maintained,. 

In response to the specific points which you raise 
in view of recent developments, the following observations 
are offered: 

1, Although rubber it tight, this factor is over- 
balanced in our view by the small amount requested plus 
political considerations, 

Points (2) and (3) appear to relate to the shipping 
situation, Here again the small quantity involved would 
appear to preclude any save a very minor problem arising. 
We understand that owing to technical stowage factors, a con- 
siderable amount of space is frequently available after 
military cargo is stowed, and thst such space has been 
regularly used for the shipment of goods of far less im- 
portance than those here considered, This Division was 
informed by Mr, Marris of the British Embassy on January 19 
that despite the recent decision cf the British Government to 
refrain from navicerting rubber for shipment to any but a 
highly restricted group of countries, he felt certain that 
for political reasons his government would gladly permit 
this small amount of rubber for the Mining Syndicate to 
move to Saudi Arabia, He is prepared to request an 


exception 


Sa 


exception in this particular instance immediately upon 
learning that the supply angle has been cleared in Washing- 
ton, , 

It should perhaps be borne in mind that, wheress prior 
to our entry into the war a favorable disposition on the 
part of the Saudi Arabian Government could be viewed as 
primarily if not almost entirely a British concern, at 
the present time we have in the Neer East two important 
military missions: one under General Maxwell which is 
concerned with the theater based on the Red Sea; the other 
under General Wheeler concerned with the area based on the 
Persian Gulf, Saudi Arabia, of course, lies between these 
two bodies of water, Even at the present time, American 
military airplanes are flying across Saudi Arabia, and 
the possibility cannot be excluded that sooner or later 
we may have to ask the Government of Saudi Arabia for 
facilities connected with the war. 

The main political consideration involved remains 
constant: i.e, the importance of maintaining the economy 
of Saudi Arabian Government in view of King Ibn Saud's 
preeminent influence in the Arab and the entire Moslem world, 
in and through which military preparations and operations in 


the Near, Middle and Far East are necessarily taking place, 


Wallace Murray 


NE:GPM:BLS 
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' In reply refer to 
DM 


My dear Mr. Guess; a5 


Your letter of August 10, /1942 to Mr. Paul H. 
Alling has been referred to me for acknowledgment. 


It is not clear to me whether the requirements of 
the Saudi Arabian Mining Syndicate were treated by 
the licensing authorities here as a project, a mine 
serial number case, or a clearance case within the 
technical meanings of those terms. I therefore sug- 
geat that you send to me the certificate under reference, 
together with any license to export which may have 
been issued for the materials to be exported to Saudi 
Arabia. With these documents before me, I hope to be 
able to inform you promptly of the procedure to be 
followed in applying for extension of the validity of 
the certificate. It does not appear probable that the 
presence in Washington of representatives of your 
company will be required, at least in the near future. 


GE /29°9 “408: 


Sincerely yours, 


ss 
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\ Ay 
Livingston T. Merchant 
Assistant Chief 
Division of Defense Materials 
Mr. H. A. Guess, 
af Vice President, 

\ Anerican Smelting and Refining Compa 
Ly 40 1042 120 Broadway, 
= New York, New York. 
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Reference is made to your letter, NE 
890F 6363/27 of 17 June 1942, concerning the 
protection of bie of California-Arab- 
jan Standard 011 Company in Saudi, Arabia. As 
this matter is one under British strategic 
responsibility, it is being referred to the 
British Joint Chiefs of Staff through their 
representatives in Washington. 


Respectfully, 


9¢/2929° S068 
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J ‘an’ aa 
The Honorable, . 


The Secretary of State. 


DECLESSIFIED OFFICE CF, THE PE ANVISER 
E.O. 11652, Sec. 3(E) and S(D) or (E) 
letter, May 3, 1972 
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Closely paraphrased be- 
fore being communi one 
to enyone. (SC) 
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Secretery of 8tete, Ff 
DEPARTMENT OF STATE | i 

Washington. | | Abr fe es j 

Say d a f 


47, August 16, 4 p. a \ 
Deoertment's 772, Auly 20, 10 e.m, to Cairo. 
Ceptein Bele,e British officer Tenth Army has 
been in Bahrein over three weeks awaiting permission 


to visit Khahron in furtherence of British plen for 


Le/eg9ge9° A068 


denial operations there. British Minister in Jidda 
has been requested to fecilitete Bale's entry into _ 
Arebie but sees little point in visit so long as 9,“ 


G "3 ‘ £2), # 

Cesoc officials heve instructions to give no ald. (GG, 
/ we ¢ hey ‘ 

to denial plen until company hes assurence from ‘Yin 2 


Americen Government thet the Government assumes 
responsibility for damage or prejudice to concession 
rights resulting from militery action. 


This Legation has no informetion ebout General 


COgw Ts | 


Spelding's ectivities or eny United States Army plens 
for defense or denial of Dhehren oil. British denial 
scheme epperrs to be et e standstill until oii 


compeny receives desired assurence or Soudi Government 


SWS/Sd 


assents to 


el Telyuepyu 


-2~ #47, August 16, 4 pim.;. from Jidda, 


assents to ective preparations: for denial operétions, 
I still adhere to opinion expressed in my 30, July 
15, 1 p.m. The British Minister here is reporting 
the situation to his Minister of State in Ceiro and 
the Department might be prepared for a possible 
British inquiry about the desired assurances. 


Repeated to Cairo, . 


MOOSE 
WSB 


P ARAPHRASE 
of Telegram Reseived from Jidda, no. 47, 
August 16, 1942 


Secretary of State, 
Washington. 


Reference is made to the Department's 772, July 20, 
10 a.m., to Cairo, 


A British officer of the Tenth Army by the name of 
Captain Bale has been over three weeks in Sehrein wait- 
ing for permiesion to visit Dhehran in order to further 
the British plan for denial oper: tions at that voint. 
The British Minister in Jidéea hae received a request to 
facilitate the entry of Bale into Arabia, However, so 
long es CASOC officials have instructions not to aid 
denial plan until the Comoany receives assurances from 
the United States Government that the latter assumes 
responsibility for demare or prejudice to concession 
rights resulting from military action, the British Min- 
ister sees little point in Cantain Rale's visit. 


Information regarding the activities of General 
Spalding or regarding any United States Army plans for 
the defense or denial of Dhahran o11 pre lacking to this 
Legation. Until the o11 company receives the desired 
assurances, or the Saudi Government agrees to active prepe 
arations for denial operations, the British denial scheme 
seems to be at a standstill. f still maintain the opinion 
set forth in my no. 30, July 15, 1 p.m. The situation 
here is being reported by the 3ritish Minister to the 
Minister of State in Cairo, and vossibly a British inquiry 
about the desired assurances might be received by the 
Department. 


This telegram has been repeated to Cairo. 


MOO SE 


890F .63563/37 
NE:GPM:RLS 3/04/49 
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TELEGRAM RECEIVED Daf 
rs FROM Cairo , . 
This telegram :iust be 
closely paraphrased De- Dated Aucsust 20, 1942 Jawehe 
fore >eing cormunicated A, or 
to anyone. (SC) Rec'd 4:27 pere . i¢ eae 
' . E/ 
Secretary of State oh AP 
i cro9 OAS 
‘Jashinston fm 2 1 1942 
__ DIVISION OF © 
1465, A t go, = SN ATTAIRS CO 
ie) USUS & v Pelle , 
The substance of nies cnlocisiaietle Mies July 20, 10 poem. a 
e 
was brought to attention of General Spaulding upon his re) 
u 
arrival in Cairo and prior to his departure for Iran 7 
and Iraq. He has now returned to Cairo en route to = 
Vashington and informs me that owing to his other duties = 
it was impossivle for him to investigate denial opera- 
tions and plans, affectin>s Casoc oil fields. 
oO 
I have shown him telegram lio. 47 from Amlercation o ry 
~] 
Jedca and he states that he sees no reason why Casoc i : 
should not facilitate preparation of plan for denial & 
C2 
operation without regard to matter of possivle active Q 
a) 
preparation for such operations. (! THE PETROLEL... ADVISER S42 
Qu 
as) 
-C 2 =) 
Ci KIRK ef 
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P aak ihaoke 
of Telegran — Cairo, August 20, 1942 


Secretary of State, 
Washington. 


Upon the arrival of General Spaulding in Cairo and 
prior to his departure for Iran and Iraq, the substance 
of the Department's 772, July 20, 10 p.m., was brought 
to his attention. He now informe me, upon returning 
to Caire en route to Washington, that it was not possible 
for him te investigate denial operations and plane affeot- 
ing the ofifields of CASOC, 


On being shown Jidda's telegram no. 47, he states 
that he sees no reeson why CASOC should not facilitate 
the preparation of plan for denial operations without 
regard to the question of possible active preparation 
for operetiona of this nature, 


KIRK 
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THE FOREIGN SERVICE 
OF THE 
UNITED STATES OF AMERICA 





AMERICAN LEGATION 


Jidda, July 21, 1942. 
STRICTLY CONFIDENTIAL 








Subject: oe arte of Communications to 


Ca A fornia Arabian Standard | 


Company, San Francisco. 
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The Honorable BE! 


The Secretary of State, 


Washington. 
Sir: 


I have the honer.to transmit herewith, for the 


information of the Department and for. subsequent trans- 


mission 


$90 


i 


mission in its discretion to the California Arabian 
Standard 011 Company, San Francisco, California, an 
envelope containing a plan dated July 14, 1942, for 
the evacuation of the American personnel of the Cal- 
ifornia Arabian Standard oil Company from Saudi Ara- 
bia in case of neéd, and a plan prepared by S8ritish 
military authorities in “un-, 1942, for denial oper- 
ations in Saudi Arabia. 

Copies of both papers are on file in this Lega- 
tion, and copies are being forwarded to the Legation 
in Cairo. 

A single copy of the evacuation plan is attach- 
ed hereto for the files of the Department. The De- 
partment may wish .» make copies of the Sransatteing 
letters and of the denial scheme for its files, be- 
fore forwarding the communicsetions to the addressee. 


Respectfully yours, 


eas a. eae em : bey  averd 
FE ; j These fy 
sw Adog ao@guRrg pg rates. 
ames S. Moose, jr., 


Char d'affaires ad interim. 


To Department in tr icate. 







One envelope for California Arabian 

Standard Oil Company 

No. 2 One copy of denial plan for tite De- 
partment 


Copy to Cairo with copies of denial and evacuation plans. 


863.6 
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Enclosure No. 2 to Despatch No. 29 
dated July 21, 1942, from James S. Moose, jr., 
American Charge d'affaires ad interim at 


Jidda, Saudi Arabia 


CALIFORNIA ARABIAN STANDARD OIL COMPANY 


Master Evacuation Plans 


1.0 Curtailment Plan 


Evacuation is to be carried out as directed by 
Resident tianager and military command under follow- 
ing broad, seneral plan: 


1.1 “White Livht-Action to be taken when: 


(a) Snemy occupies Alexandria and Suez, or 

(b) Enemy establishes invasion bridveheads on 
Falestine or Syrien coasts, or 

(c) Enemy moves into Turkey in force, or 

(d) Znemy tnoves into Caucesus in force. 


1.11 Time - Tt is estimated a minimum of four 
weeks would be aveilable before 
final evacuation, assumin,; all mil- 
itary operations to vo badly for 
Gefending srmies. 


1.12 Steps 

a) Heduce staff personnel in ares fron 
100 to approximately 75 men required 
for producing, stabliginy, and shippin,; 
oil, plus one drillin, crew, plus es- 
sential services. 

(bo) Reduce Indien end other forei-:n non- 
staff personnel to meiical and key cler- 
ical men - probabiy from 50 to 2G ..en. 

(c) Comp lets preraretions for en«rveney v= 
vacuetion vie automotiv.: corvoys, such 
eas ectual assenbliny of fusl, weter, 
gpere carts, food, meuical supi-lics, 
jiscelleneous equipment, sud eutouwotive 
equipment to bs tekken. 

(4) Issue instructions to staff personnel 
of specific assistnment to vehici«cs in 
convoy and cuties to be csrried out in 
rain emervency denarture enc enroute. 

(e) Have staff inen pack suitease of essential 
clothins ani belonvines (mot over 5¢ ls) 
to be taken alongs. 

(f) Issue money to steff personnel. 

(::) Erepare airfield edjacent Dhahren for 
possible use in #mersency evacuation. 
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1.2 Crangze Livht - tction to be tekken when: 
(a) unemy rioves from Trensjordan, Jyria, or Tur- 
key into Iraq, or 
(b) Bneny completes occuyetion cof Caucasus and 
uioves into Iran, or 
(c) Snemy makes major inove down ied Se 


2 
. 


2 end vro- 
sresses es far as Yen»vo on east side or 3udan 
on west. : 

1.21 Time - It is estinete) a minimus. of two 
weeks would be available before final 
evacuation, essumin,- all iwilitary on- 
erations to :o badly for defendins 
ermics. 


1.22 Steps 
a) educe staff -ersonnel from 75 to ar- 


croximately 35 men required to produce 
end shir sour oll «nd coonerates: vith 
military on finel deniel olens. “in- 
inate all non-ss: ential paper work, 

such as most tyred letters, suc]. ‘.ccount- 
in as expenlZiture control, plen*t and 
material records, nersonal steff *sceounts 
ate. Retain only Government royalty 
accounting, non-staff timekeenpin, and 
“erin, be. 

(b)Reduce Tndian anc other forei-n non-steff 
personnel to key Indian medical ond 
Chinese cooks - nrobably frou 20 to 5. 

(c) eorzganize prenerntions nd instructions 
for emervency evecustion vith smaller 
list of personnel. ILiake sore caches of 
fucl and food for emerrency. 


1.5 Ned Lisht - Action to be taken: 

(a) As Militery commend of defendin,, army orders, 

(b) As ordered by Americen State Derartment throug 
Consul at Jeddah, or 

(c) When Saudi Arab Governuent swin,:s over to Axis 
camp, or 

(d) When “Nesident ivanasser decides it is time for 
remaining group to evacauate. 


1.51 Time - It is estimated a mininmun of less 
than 48 hours micht be available be- 
fore actual occupation of the area 
by the enemy. 


1.52 Steps 
(a) Cooperate with military as previously 
arranzed on denial plans. 
(b) Pay off nonesteff, possibly including 
bonuses. 
(c) Teke whatever stens necessary to protect 
concession rights. 
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1.2 Crance Livht - tection to be teken when: 


(a) unemy ioves from Transjordan, Jyria, or Tur- 
key into Iraq, or 
(b) Sneny completes occuretion of Caucasus and 
woves into Iran, or 
(c) =snemy makes major moves down .ed Sea end pro- 
3resses es far as Yenbo on vast side or Sudan 
on west. : 
1.21 Time - It is estinieted a minimus of two 
weexs would be available before finsl 
evacuation, essumin; all iilitary or- 
erations to ;0 badly for defendins 
armics. 


1.22 Steps 
a) Reduce staff -ersoinnel from 75 to ar- 


vroximately 55 wen required to produce 
end shir sour oil .nd cooneratse with 
military on finel deniel wrlens. TZlire- 
inate all none-:s ential poper work, 
such as most tyrec letters, such account- 
in., as expen°iture control, plant end 
material records, personal staff eccounts 
ttc. etain only Government royalty 
eccounting, non-staff timnehecepims:, and 
eying, ete. 

(b)Re@uce Tndian snc cther foreicn nonesteff 
personn=1 to key Indian medical ond 
Chinese cooks = nrobably from 20 to 5, 

(c) teorzanize prenersations «nd instructions 
for emerrency evacustion vith smeller 
list of personnel. Lake some caches of 


fuel and food for emersency. 


1.3 Red Light - Action to be taken: 

(a) AS militery commend ot defendin,s army orders, 

(b) As ordered by Americen State Derartment throug 
Consul at Jeddah, or 

(c) When Saudi Arab Sovernnent swin,:s over to Axis 
camp, or 

(d) When \esident Vanezser decides it is time for 
remaining group to evacsauate. 


1.51 Time - It is estimated a mininun of less 
than 48 hours mictht be available be- 
fore actual occupation of the area 
by the eneny. 


1.52 Steps 
(a) Cooperate with military as previously 
arraned on denial »olans. 
(b) Pay off nonesteff, possibly including 
bonuses. 
(c) Take whatever stens necessary to protect 
concession rights. 


2-0 Routes 


Min 


(d) Evacuate remsining staff and foreign 
non-staff by means that seems most 
likely to be successful at critical 
time. 


2.1 White Light - This eariy reduction of staff and 


2.2 Orange Lizht - This partial evacuation of staff snd 
foreizn non-staff personnel can pro- 
bably be effected by overlend convoy 


oon 


foreign non-staff personnel should 
be effected by meens of commercial 


air or boat transportation facilities. 


to Jeddah. <.ost likely routes in 
order of vnreference are: 


(a) Commercial or special air trans- 


portation from Bahrein to Karachi 


or Yhartoum. 


(b) Bost transportation vie freishter 


or tanker to India or S&S. Africa. 


(c) Cverland transvortation via auto- 
motive convoy to Jeddah thence to 


lMassaua and 3. Africa. 


2.50 Red Lisht - This final evacuation of staff and 


oreicn non-staff rersonnel will rrobably have 
to be effected by emersency means. Alternative 
nlans must be nsrevared for this purpose. The 
choice of plan sill have to derend unon the 
status of the :.ilitary and political situation 
at the time evacuction is effected. The plan 
will probably uave to be cxecuteu in fece of 
raidin: snd looting. i2ost likely plans are: 


(a) Special air trensportetion from Dhahrni. 
arranged throuch military or diplomatic 
channels - most likely t..rou.ch American 
Consul at Teddeh. Time reyuired to -ret 
out of areca is fraction of dry. 

(vb) Automotive convoy across country to Teddah 
9 distancs of 1600 klloneteirs, there: to 
Africae. “This len depends ui:on su, port of 
yovernment, “Mich mivht be que.tionable at 
time of cuwervzency. Time required to cross 
to Jecdah is six to seven days. 


(c) Sutonotive convoy south to Shevjahn or Unan 
“eninsule, 2a Aistance of 9C0 kilometers, 


thence by special air transsortsation or boat 
to India or Africa. This . len vould readily 
be carried out with opposition of Tovernuent. 


Time required to reach sSharjeh is three to 
four cays, but success of plem denends upon 
obteinin: further transnortation by scir or 
boat - probably in short time - from this 
pertially reuoved military air base. 


sedis 


(d) Automotive convoy south to some selected re- 
mote interior point, such es Jabrin or Abu 
Rehr gravel olains, a distance of 500 to 
800 kilometers, where party could be nicked 
up by special nlenes arran,;ed by diplomatic 
service and directed to position by :1eins of 
navisration to astronomically deter:ined rosi- 
tion, radio, end snoke sisnnls. tTlan could 
ve carried out with opposition of Government. 
Time requirec to reach locetion, two to three 
days. success dupends upon cefinite coopera- 
tion of outside trou» snd availability of 
planes. 

(@)Automotive convoy southwest ecross Arabia 
to juukalla or Aden vie Jabrin, Laila, Sulai- 
yil, and Nejran, a distance of 2200 to 24606 
kiloneters. This plen could srobably bu 
carricd out with or without cooperation of 
7overnment, althou,;h latter would be much 
more cifficult as it would necessitate avoid- 
ing Leila end Nejren. Tine reguired two to 
three weeks. Success depends uron satisfac- 
torily nevotiating difficult unexsplored desert 
and mountainous terrain in Southwestern 
Arabia. 

(f) llarine transport usin, Calkhobrr, native 
boats, and sea-"oinw Grey tinckenzie Laterials 
bar7ve from Al Vhobar or 41 Aziziysh to Shar- 
jeh, Bandar Abbns, or Luscat. Time required 
three, four, and five days, resrectively. 
Success denends uvon not bein;: bombed or 
straffed by enemy pnlenes and further trans- 
ynortation from selected terminus ncoint. 

(¢) Merine transport usin: emerzvency tanker from 
Rahrein tying in with Rapco's evacuation. 
Time required reach India is four to five 
days, depending upon ship. success depends 
upon military and air defense of island and 
protection of major shippinz while at “shrein 
and until shin sets out of area. 


3.0 Preparations - Flans (a) and (f) of section 2.23 require 
Tittle advance plannin,; of food and equipment. The 
success of plans (b) to (e), inclusive, rejuire 
considerable advance preparation. Basic items, 
which are common to most plans, are: 


3.1 Fersonnel to be Handled 


Casoe ataff personnel csecesssscesvseO0 

Casoc non-staff personnel ....eee64 9S 
Outside personnel, such as 

American liaval Observer, 

Kuweit Oil Co. staff, last 

key Americans from Bapco, or 

few military (iteneteeoeenectears 2O b6 25 


Total .... 50 to 55 


wie 


3.2 Automotive Equipment - Responsibility for preparation 
of automotive equipment, spare parts end tires, 
tools, gasoline, and water will rest with the 
Transportation Foreman, F. W. leeker. 


Convoy will be besed on following: 
1 sedan or station wagon carries - 4 neople 
1 pickup carries - 2 af 
1 truck carries - 2 " 


Convoy will consist roughly of: 


7 sedans or station wagons - 26 people 

6 pickups - 12 people 

oS trucks - 10 ie 
Total 50 ul 


Each person will be allowed 1 suitcase, maxinun 
50 1bs. 


Approximate list of equipment and assisnment and 
duties is given in sxhibit A. 


List of automotive spare parts and tires is viven 
in Sxhibit B. 


List of tools to be carried is siven in =xhibit G 


Li.t of water, gasoline, lubricating oil, and 
containers to be carried with alternate plans 
is “iven in ixhibit D. 


(It is assumed thrt each person will consume 
2 gallons of water per dey." 


3.35 Food - Responsibility for preparation of food sunply 
. and mess and cooki gz utensils rests with Com- 

uissary man and Storehous» Foreman, Steve Fur- 
man and Gordon Gemmill. sSuvplics will be based 
on carrying three days travel sunprly to permit 
rapid traveling in early period plus 30 days 
main supply on ample rations or 50 days on thin 
rations. 


Three days "travel food sunply to be senpar- 
ately segragated is given in Sxhibit wu. 


Thirty days main food sunply is viven in 
Exhibit F. 


List of cooking and mess utensils to be car- 
ried is given in Dxhibit G. 


5.4 Radio geht - Responsibility for preraration of 
radio equipment, electric generators, and spare 
radio anc generator parts rest with ths radio fore- 
man, Don Mair. Equipment will be based on carrying 
two portable sets with small generators satisfac- 
tory for communications with stations in India or 
North Africa or ships at sea. If plan involving 


ation 


Calkhobar is used, radio equipment will include the 
big marine transmitter. 


List of radio and electrical equipment and 
spares is given in Exhibit H. 


3.5 Medical Equipment - Responsibility for preparation 
of medical equipment and supplies for any plan will 
rest with Dr. T. C. Alexander. Preparations must “° 
contemplate thst evacustion may be carried out in 
face of enemy action and that trip vould be subject 
to raiding parties and conditions of extrene heat 
and physical exhaustion. 


List of medical equipment -nd surplies is 
riven in Sxhibit I. 


3.6 Loney - Responsibiiity for preperation «nd carrying. 
of sufficient su plics of money for us. during trip 
will rest with Chief Accountant, G. 4. ellenberz. 
Treparation should include accumulation of a suffi- 
cient sup»sly of hard money for use in remote por- 
tions of Arabian peninsula, such as gold pounds, 
Marie Theresa dollars, silver runees, riyals, etc. 


List of money to be carried is civen in 
Exhibit J. 






3.7 Maps, Instruments, «and iiiscellaneous - ter onsibil- 
y for prepare the numeroy:: isons of 
miscellaneous equiniment not covered ai. ; tht should 


be taken on a trip of this kind rests with T. C. Bar- 
ger. This equi ment will include mavs, sextants, 
compasses, field glasses, computation data, such 
liv-it arms -nd ammunition as may be evailable, etc. 


A list of this miscellaneous equipment is 
‘iven in =xhibit K. 


3.8 liarine Zquipment - tesponsibility for prepering the 
marine equipment do it could be utilized in accord-, 
ance with plan F will rest with Hank Trotter. 


A list of this special equipment th: t must 
be assembled for the trip is riven in 
Sent boist Jus 


LMS: wj 
Dhahran, Saudi Arabia 
July 14, 1942 C. 3. DAVIS 
Acting Resident i‘anager 


URGENT 
CONFIDENTIAL 


a reply refer to August 19, 1942 
0%8~1,/5061— 


My dear Colonel Corderman: 


With reference to my letter to you of Rabruary 18, 
i there is enclosed, for appropriately urgent 

xamination and disposition, an envelope addressed to 
Gnidternke Arabian Standard 011 Company, 200 Bush 
Street, San Franciseo, California. This communisation 
was transmitted to the Department under cover of a 
despatch from the American Legation at Jidda, Saudi 
Arabia, a copy of which is enclosed for your information 
only. 


If you consider that this communication should be 
released, please return it to the Department to be 
tranemitted to the addreesee, in as much as it has no 
postage. 


Bincerely yours, 


George A. Gordon 
Acting Chief, Division of 
Foreign m istivits Correlation 


Enclosures: 
Envelope. 
Copy of deepatch. 


Colonel W. Preston Corderman, nvr a 
Chief Postal Censor, Say 4. eae 
The Office of Censorship. - . * 

4 a 


FC:@0S:FT 8/19/42 
WIS 
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EJ 
This telegram must be FROM 

ehesely parephreased bee= 
fore being communicated 
to anyexes. (SC) 


Secretary of State, 


Washingtone 


51, August 22, noone 





Pollowing telegram has been sen = tects 


oi 
at Cairo. ° # it Be 
"40, August 22, ll ae. Last paregraph. 4 


42, Lugust 20, 9 oem. Captain Bale wishes to r Ge 
in Dhohran from four to six weekse British plan oS 
dated Mav 29 wag transmitted to Department by despatch + 
NOe 29 /ouly 21/and copy sent to Cairoe 


Oo 
It therefore appears unlikely that Captain Bale 5 
é 1 

intends to confine himself solely to preparetion of ' 


plane Repeated to Department". 


unre. C1 





6 


PREPARING OFFICE 






" TO BE TRANSMITTED 
WILL INDICATE WHETHER if u YW X SECRET 
Full rate TELEGRAM SENT if CONFIDENTIAL, 
Collect { Day letter ¥ RESTRICTED 
Night letter CLEAR 
Charge Department: Deparhuent of State PARTAIR 
Full rate ee, 
Day lett (a 
Night letter Washington, bs 
Charge to August 26, ‘1942 
$ ahi 
3 tal 
ea LEGATION meting " 
wy d } : 
wi FO -¥& 764,636 2/3 c= 
a eciswaaes ie re oo 16, 4 p.m., your 
ois dee 
1466, 7 20, LAA hee 51, Auguet 22, noon, 
has 


een discussed with Lenahan, who has shown us a tele- 
gram dated August 17 from Lebkicher to hie principals in 


x” San Francisco. It is stated in the message last-mentioned 
| that both our Charge and the British Minister agree that 


lo 
a they do not wish to take up the question of Captain Bale's 
4 entry with the Saudi Arabian Government, that London con- 
curs, and that the British Minister has recommended to 


Cairo that Bale be returned to Basra without visiting 


Saudi Arabia. ey 
As regards Jidda's &7 AD ik Ne ahan states that CASOC 


officials have no such instructions and that the company 
has made no request that the United States Government 
assume responsibility for damage or prejudice to con- 
cession rights resulting from military action. 


He states further that the company has already carried 


out a denial program at Dhahran which cost it $200,000 
Enciphered by 


Sent by operator 


| ORE, Sea a Te RT AR OT 


U. 3. GOVERNMENT PRinTine Orrice 16—25293-1 


Ov/fS9S9°* 4068 


PREPARING OFFICE TO BE TRANSMITTED 
WILL INDICATE WHETHER Xs sECRET 


Full rate TELEGRAM SENT Nalicereitaa: 
Collect {on letter RESTRICTED 
Night letter CLEAR 


Charge Department: Deparhurnt of State PARTAIR 


Full rate 


Day | 
MIL letter Washington, 


Charge to -2- 
$ 


However, the question of demolitions or final denial if 
such should be necessary has reached an impasse for the 
following reasons: (1) The United States Army still 
considers Saudi Arabia as an area of British military 
responsibility, consequently the War Department is making 
no plans either to assume responsibility for or resulting 
from demolitions or to carry them out; (2) The British 
could hardly carry out demolitions without in effect 
invading Saudi Arabia; (3) The Company could not demolish 
the wells and installations without jeopardizing the con- 
cession. In the circumstances, Lenahan does not expect 
further developments on the demolition question unless and 
until the matter becomes more urgent than it is at present. 
The Department concurs in the Charge's opinion as 
expressed in his 50, July 15, 1 p.m. His despatch no. 29 
of July 21 has been received but the British denial plan 
enclosed therewith was inadvertently forwarded to CASOC 
head office without a copy having been made. CASOC has 
been asked to furnish a copy which will be brought to the 
attention of the War Department together with the numbered 


ee ae | 
Sent by operator Mz, II, 





U. 8. GOVERNMENT PRINTING Orrice 16—25203-1 


TELEGRAM SENT 


Charge Department Bepartuent of State 


letter 
Met tier Washington, 
Charge to ee. 


points in the preceding paragraph. 
Repeat to Jidda. 22 NY) SS 


Dh. 


S90F . 6356 
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PARTAIR 


DIVISION OF NEAR EASTERN AFFAIRS 
DEPARTMENT OF STATE 


Memorandum of Conversation 


DATE: August 24, 1942 


SUBJECT: DENIAL ARRANGEMENTS FOR OILFIELDS AT DHAHRAN, SAUDI ARABIA 


PARTICIPANTS: Mr, William J. Lenahan, California Arabian Standard 
011 Company 


Mr. Merriam 


COPIES TO: 











I informed Mr. Lenahan of the substance of Jidda's 
no. 47, August 16, 4 p.m., Cairo's no. 1466 of August 20, 
9 p.m., and Jidda's no. 51, Auguet 22, noon, Mr. Lenahan 
let me have a copy of a telegram dated August 17 from 
Mr, Lebkicher, the company's representative at Dhahran, 
to his head office in San Francisco. 


Mr. Lenahan agreed that some misunderstanding seemed 
to exist. According to our Legation at Jidda, the British 
Minister there saw no point in facilitating Captain Bale's 
entry into Bahrein to further the denial plan because, 
according to the Minister, the company officials are not 
permitted to assist the denial plan until the United States 
Government assumes responsibility for damage or prejudice 
to the concession rights resulting from military action. 


According to Mr. Lebkicher, on the other hand, both 
our cea and the British Minister are opposed to having 
Captain Bale enter Saudi Arabia because his entry would 


alarm the Government of that country. 

Mr. Lenahan said that some confusion in discussing 
these matters resulted from the meaning which various 
persone gave the word “denial”. In his own mind, he made 


a @istinction 


2. 


a distinction between denial operations such as cementing 
oilwells which would be effective temporarily, and demoli- 
tions. As regards denial, he said that the company had 
largely completed the program and had spent $200,000 for 
the purpose. The British had asked the company to submit 
a bill, but the company had declined to do so, taking the 
position that it would be unwise to permit the British 

to pay for these operations. The company would be glad 

to be reimbursed by the United States Government, but 

that could not be done until or unless the latter accepted 
responsibility for the defense of the oilfields. In the 
absence of reimbursement from the United States Govern- 
ment, the company preferred to shoulder the cost iteelf. 
Mr. Lenahan said that it had undertaken its denial program 
on the unofficial advice of General Pyron speaking “as an 
oil man", for the latter was not in a position to commit 
the War Department in regard to this particular matter. 


Mr. Lenahan said that CASOC officials in Saudi Arabia 
had no instructions to withhold aid to a denial plan pend- 
ing the receipt of assurances from the United States Gov- 
ernment that the latter assume responsibility for damage 
and prejudice to concession rights. In fact, the company 
has spent $200,000 on denial work. 


The essential differences in the situation at Dhahran 
by comparison with that at Bahrein were explained by 
Mr. Lenahan. The company at Bahrein, though American-owned, 
is of British incorporation, operating in a country under 
British protection, and having a majority of British per- 
sonnel. Demolition squads made up from the Britieh person- 
nel are today sleeping with British uniforms under their 
bunks, ready to put them on and carry out demolitions as 
British soldiers at an instant's notice. In Saudi Arabia, 
however, the company is American-owned, of American incor- 
poration, has no British personnel, and operates in an 
independent, neutral country having no special relations 
with the British. The company can go no further than it 
has done in denial measures. It cannot demolish oilwells 
and installations, now or in the future, without jeopardiz- 
ing its concession. The British cannot do it without, in 
effect, invading Saudi Arabia. The United States War Depart- 
ment thus far has declined to interest itself on the ground 
that the area is in the sphere of British military respon- 
sibility, and, as a matter of fact, it is doubtful whether 
the United States Army has qualified demolition personnel 


anywhere 


-2. 


a distinction between denial operations such as cementing 
Oilwelle which would be effective temporarily, and demoli- 
tions. As regards denial, he said that the company had 
largely completed the program and had spent $200,000 for 
the purpose. The British had asked the company to submit 
a bill, but the company had declined to do so, taking the 
position that it would be unwise to permit the British 

to pay for these operations. The company would be glad 

to be reimbursed by the United States Government, but 

that could not be done until or unless the latter accepted 
responsibility for the defense of the oilfields. In the 
absence of reimbursement from the United States Govern- 
ment, the company preferred to shoulder the cost iteelf. 
Mr. Lenahan said that it had undertaken its denial program 
on the unofficial advice of General Pyron speaking ‘as an 
oil] man", for the latter was not in a position to commit 
the War Department in regard to this particular matter. 


Mr. Lenahan said that CASOC officials in Saudi Arabia 
had no instructions to withhold aid to a denial plan pend- 
ing the receipt of assurances from the United States Gov- 
ernment that the latter assume responsibility for damage 
and prejudice to concession rights. In fact, the company 
has spent $200,000 on denial work. 


The essential differences in the situation at Dhahran 
by comparison with that at Bahrein were explained by 
Mr. Lenahan. The company at Bahrein, though American-owned, 
is of British incorporation, operating in a country under 
British protection, and having a majority of British per- 
sonnel. Demolition squads made up from the British person- 
nel are today sleeping with British uniforms under their 
bunks, ready to put them on and carry out demolitions as 
British soldiers at an instant's notice. In Saudi Arabia, 
however, the company is American-owned, of American incor- 
poration, has no British personnel, and operates in an 
independent, neutral country having no special relations 
with the British. The company can go no further than it 
has done in denial measures. It cannot demolish oilwells 
and installations, now or in the future, without jeopardiz- 
ing its concession. The British cannot do it without, in 
effect, invading Saudi Arabia. The United States War Depart- 
ment thus far has declined to interest itself on the ground 
that the area ia in the sphere of British military respon- 
sibility, and, as a matter of fact, it is doubtful whether 
the United States Army has qualified demolition personnel 


anywhere 


-S= 


anywhere in the area. Thus an impasse has been reached 
which seems unlikely to be broken unless demolition 
becomes an urgent necessity, when some arrangement might 
have to be made between the Saudi Arab, United States, ~ 
and possibly British Governments. 
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TELEGRAM RECEIVED 





This telegram must be 
closely peraphrased be- Dated Pesce 2, 1942 
fore being communicated 

to anyone. (SC) 


cy L 
FROM pina 
NWN Jidda Op. a, 9/8/4- 





) 
| 2 |y3 aati Auguet 28, 10 p.m. 
4) 
if x a 


Lenahan has been misinformed or not informed at 


Rec'd. 8:26 p.m, 4th. 0: 
© 

Secretary of State, wt 
Washington. fe 

| TF <a 16) 

59, September 2, 6 p.m. i Ol 

~ 

im 

N 


all. When Bale's entry into Arabia was Fes eryeS to him 


indirectly and informelly the British Minister replied 
that he would teke up matter when so requested through 
the proper channel i.e, through his Minieter of State 


in Cairo who has close contact with high militery 


authorities. He added thet Bale was wasting time in 


behre in waiting for entry to be arranged informally, 
VS 


implying that Bale might as well be in Basra. The 


Minister asked if I agreed with the procedure he outlined 


and I did. The Minister intended to report the matter to 


Cairo and nothing more. No suggestion wee made that I 


teke any action. 


Owen, CASOC'S Jidda representative informed me not 


v6.8 T AON 
od reyquepyuogam# = ad/Ssd 


once but severel times company's inetruction from a4 
San Francisco are in substance as desoribed in ay47. 


Ae indicated 


-2- #59, September 2, 6 p.m., from Jidda. 


As indicated therein company's policy is to make 
government assurences a condition to active perticipation 
in denial program. No request wae mentioned. Lenehan's 
third numbered point tends to confirm thie policy. 

Owen repeated the sense of these instructions to 
the British Minieter in my presence and hes exhibited 
corroveratory correspondence. He confirmed the policy 
yesterday both before and after se telephone conversation 
with Dhehran. 

He likewise confirmed that CASOC hae taken no aenial 
measures unless permitting certein critish officers to 
survey Dhahran last May can be construed. Lenehan 
may be confusing denial operations with protective worke 
such as air raid shelters splinter walle invisible 
flares camouflage et cetera. It would be interesting 
to know at what point Lenahan will consider the matter 
urgent enough to justify further developments. 

To protect relations between Legation and CASOC 
please use this wire with ceution. 


Repeeted to Cairo. 


MOOSE 


P ARAPHRASE 
of Telegram no. 59, from Jidda, dated 
September 2, 1942 


Secretary of State, 
Washington. 


Reference is made to the Department's no. 40, Aug- 
ust 28, 10 p.m. 


There appears to be some misunderstanding. The ques~ 
tion of the entry of Bale into Saudi Arabia was referred 
indirectly and informally to the British Minister. The 
latter replied that when so requested he would take the 
matter up through the proper channel, i.e. through the 
Minister of State in Cairo, whose contact with high mili- 
tary authorities is close. The Minister added thet ale, 
in waiting for entry to be arranged informally was wasting 
time, implying that Bale might as well be in Basra. When 
the finister asked if I agreed with the procedure outlined 
by him, I did so. It was the Minister's intention merely to 
report the matter to Cairo, and he made no suggestion that 
any action be taken by me. 


CASOC's representative in Jidda, Owen, informed me 
several times that the Company's instructions from San 
Francisco are substantially as described in my 47. As 
therein indicated, it is the policy of the company to make 
active participation in the denial program subject to gov- 
ernment assurances. Owen has exhibited corroboratory corres- 
pondence, and yesterday both before and after a telephone 
conversation with Dhahran he confirmed the policy. He also 
confirmed that no denial measures have been taken by CASOC, 
unless by such measures are meant permitting certain British 
officers to survey Dhahran last May, vrotective works such 
as air raid shelters, splinter walle, invisible flares, 
camouflage, et cetera. 


MOOSE 


NE: GPMerriam:BLS 9/9/42 
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CROSS-REFERENCE FILE 


NOTE 


SUBJECT 


Possibilities for transportation developments 
in the Zastern Mediterranean: 


Comments concerning the letter received from Mr. 


Exewsiel of the Agriculture Department dis- 
cussing certain -. 


For the original paper from which reference is taken 
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gps MEW Hee DIVISION OF NEAR EASTERN AFFAIRS 


ee 4 DEPARTMENT OF STATE ee 
NOV 18 194 \ 


o 2 Memorandum of Conversation 


<a September 8, 19 
ee corions my 2 DATE: Septem er 8, 42 


SUBJECT: 





Denial Measures taken by California Arabian Standard 
Oil Company. 


PARTICIPANTS: Mr, William J, Lenahan, California Arabian 


Standard 011 Company. 


Mr, Merriam, 

















COPIES TO: UIFFICE OF JHE PETROLE.... ADVISER 
wA4ie 
DEPARTMENT OF STATE 
= = > = —— ~ = ere 1— 1493 
at Mr, Lenahan handed me the attached copy of a telegram 
Ure which his company had received from Mr. Lebkicher, its 
F representative in Saudi Arabia, with Mr, Lenahan's inter- 
uA linear comments which he said he was passing on to Mr, 


Davies, the President of the company. He also let me have 


a copy of a letter dated September 2, 1942, from Mr, Davies, 
on the question of denial. 


Mr. Lenahan said it was quite evident from telegrams 
the company had recently been receiving from Mr, Lebkicher, 
and from psraphrases of telegrams from the Legation at Jidda 
which he had been permitted to see, that Mr. Lebkicher had 
an imperfect conception of the company's policy regarding 
denial matters, and what was more surprising, he did not 
seem to be wholly informed as regards the preliminary denial 
measures which the company had carried out, Mr. Lenahan 
said that he was nevertheless glad that the matter had come 
to a head, for the company would now get Mr. Lebkicher 
straightened out on questions of fact and caution him agains 
stating and interpreting major policy, which could only be 
done accurately and authoritatively by the company's head- 
quarters to the Department of State. 


z/1-ev/ege9° ANE? 


Zy61 8 T AON 


NxX/Sd aw ila 


As to 


aa 


As to denial, Mr, Lenahan stated that the company 
had not only done work along the lines of camouflage, 
sheathing and air-raid shelters, but had also cemented 
in all but six 011 wells, He called attention to the 
fact that as long ago as June, 1942, British Tenth Army 
experts had stated officially and in writing that final 
denial operations at Dhahran required a further prepara- 
tion period of only three days followed by a demolition 
period of twenty-four hours, 


Mr. Lenahan said his company was satisfied that the 
State Department had doneeverything it possibly could to 
move the War Department to provide protection for the 
Dhahran installations, and to assume responsibility for 
final denial, He was confident that we would keep the 
matter in mind and continue to press the War Department 
on the subject whenever possible, The company fully 
realized, a that the War Department does not take 
orders in a of this kind, and that it would do 
more harm than good to press these matters unduly, 

aig. 77 4 

I let Mr, Lenahan have paraphrasé of a portion 
of Jidda's telegram no, , September 2, 6 p.m, Upon 
reading it, Mr. Lenahan said again that the whole diffi- 
culty arose from the misinformation supplied by the 
company's representatives in the field, which the company 
greatly regretted, 


Phe 
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Vie Calkhobar DHAHRAN - September 2, 1942 
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S..F'. CODED : Ph See GAG! abit, 


298 Telegram referred to penultimete sentence MYS92 paces tes aes conan 
made by Owen thet Company could not assist such/plsns without assurance 


from Allied Governments that Compeny's concesgion position would be 
rotected STOP This statement fully consisYent with uctiong™ 


Su -To — frat aetiuce FA, D.'5 TEL. 731, 
and obviously sound STOP Reply says that Lenahan denied we had 
received euch instructions and had stated no assurance ever requested 


elso that Company had already mede denial without premium at a cost of 
200,000 dollars STOP Reply also stated no American defense or denial 


plans contemplated for reason steted fourth sentence Kellenberg memorendum 
and that denial plans have reached impasse because British unable to do 


anything without invasion and Company uneble to do anything account 
concession position STOP Do not believe invesion necessary if 


Government properly eapproeched with progrem of defense STOP However 


think leck of coordination indicated above not helpful to our efforts 


to get some defense or obtaining further assistance from friends in 
edde * R febhicher’s “offerte “are antriucliong FAD. 5 376~ 


Also suggests complete misunderstending of denial problems STOP 
Assume that you appreciate preparation requires four to six weeks work 









on wround end cannot be done at lest moment STOP Preparations have been 
completed other fields this reyion with assistence of o11 companies 


and we heve greatly regretted our inability to essist war efforts in the 
same manner STOP Some adequate defenge required in any event if we must 


Tbs ter bed cee Dareerts — ATG # / ¢/15/%2.) 
poate under jeopardy STOP" Defense pléns of which denial plens 
should be e part likewise being neglected through indecision# ST°P Even 
HK bdhet obeut StaTa's manew 7??? 


though Weshington unwilling take direct action could they not essist 
in getting appropriate action by British. 


RCS CEO (2) ROY LEBKICHER 
WIL - Wash. ware Sebhicher VR 30) MY37/ ante 
of pot. tical conetharaTinne Vat : Fe i Mai 


ae by: FAD ee ae aes V é Glennon nc 
i : den itr Aatha, ; : bp-tinn 
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CALIFORNIA ARABIAN STANDARD OIL COMPANY 


200 Bush Street 


San Frencisco, California 


F. A. DAVIES September 2, 1942 
Director and President 


No. 66 


Mr. W. J. Lenahan 
Washington, D.C. 


Your letter 48 with the attached paraphrases of cables 
came as a distinct surprise to me. I cannot help but wonder if Bird's 
stetement might not have been somewhat in the nature of e cover-up - 
he may have anticipated or even experienced some difficulty in obtain- 
ing an entry permit for a British-uniformed denial expert, and for 
some reason not clear to me may, as a result, have made e statement to 
Moose as reported. 


s 
Certainly nothing in our records to date indicates that 
we have awaited eny assurance of reimbursement before snending mone 


on security work. Nor, following e review of our exchenges with the 


field, do I think a or Moose could have yotten this idee from our 
Shai tran organization Asfor denial proper, we have been informed more 
t 





han once in no uncertain fashion that it is not our problem. I note 
be het you presented our views on both these points during your conver- 

sation with Merriem, and I hope he has been able to explein in detail 
to Moose and Kirk just what our position is so that they will not con- 


#399 inue to labor along under any delusions on those scores. 


With reference to the underlined portion of Kirk's 1466: 
I suppose General Spaulding is now back in Weshingston and could perhaps 
be set aripvht as well. However, he may have been referring to plens 
for final dentel. I have not seen as yet the last revort from Anderson 
referred to in vour teleyram of August 28, but, in his letter of 
August 25, Hanna says thet plans in general for the Arabian field and 
refinery are included. I heve of course requested a copy from Hanna. 
You msy already heve received a copy. If upon considering itt in con- 
Junction with what you already know of denial plene we have made and - 
based on your conversations with State or Army - you think we should 
further"facilitate the preparation of plan for denial operations with- 
out regarc to the question of possible active preparation for operations 
of this nature" as expressed by General Spaulding, I should appreciate 
your letting me have your thoughts. 


F. A. DAVIES 
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TPRRARTMENT OF STATE 
This telegram must be 
closely parcphresed be- FROM Dated September 14, 1942 
fore being communiccted 
to anyone. (SC) 




















Rec'd 109%55 Peme, 15th. 
ma ae Lege p- 
_~—monne SECPEtary of State, — 3 Wan. : 
= Me ay ROLABAL pe NS ah Reggie” ericieny tes Foner) 
Mee: ria. puray Yeahingtons Sor 13 i Oe THE RYS BETO BRS 
( SEP 2 81 DIVISION or” 9, % 
64, September 14, e2 j AFFAI ae 
© 
Latter part Department's 35, /iurust 31, em 
10 P elile @ 
; © 
British authorities in Criro esked for comment oO 
Th 
on possible request to Saudi Government to permit r) 
3 oO 
4M instelletion of antiaircreft betteries and main- Ol 
0) 
( tenance of ebout 100 lesericen troops et Dhehban Ol 
qs £ Ss 
¢\ ra © protect oil properties. ifter consultetion 
, with King's acvisers, probebly meaning Yusuf 
Yessin, the British liinister is giving his opinion 6 
oO 
substentially as follows; a 


Ones. Thet the King will egree to installation 


of AA defenses and presence of American troopse 


Twoe That Kin 


cvel 


ely [eyuepyuogamis 
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Alvis 40 LNSWLYY 


guivsat ayzned 30 a 
Ff 
| : 


o's attitude will be that he 


is defending Saudi territory with American aid and 


although centrovs in admitting United States Army 


personnel he might stipulate thet they should 


leave after they have properly trained ©« sufficient 


number of 


m2~- #04, Septcrier 14, 2 pem., from Jiddae 


number of Seudi troops. The treining period 
mijht take a lons tinkee 

Theee,. Thet oritish Minister understcod 
thet there is e plen to train certain Crsoc em- 
Pployees for defense €i ties ence thet the number 
of nece ssery miljtcrr verso:nel would be reduced 
thereby. 

esis. Thet in sreinin:, Saudi troops for AA 
dttevaza, it mi.nt dE necessery to enploy 
Cgyytian-Arcbic-speidiing ii specialistic as inter= 
preé.tcrs. 

| Vive, Theat thas Lesction should approach 

the King in the matter while British Minister 
would communicete British epprovel of plene 

British liunaster anc Yusuf Yassin ere 
spencing the current fast of Ramadhen in Taif 
and the fore goirgg was obtained from British 
Le-ation First E€cretcry. I know nothing of 
plan mentioned tn Perasraph Three ebove and 
cannot readily eonfirm it due to abdsence of 
Casoc represent itive *rem Jicda. However, it 
does not affect tne Essence of the problem. 


Repeated to Caircde 


MOOSE: ‘ 
IMS 


PARAPHRASE OF TELEGRAM 


FROM: American Legation, Jidde, Saudi Arabia. 
TO: Secretary of State, Washington. 

DATE: September 14, 1942. 

NUMBER: 64. 


Comment has been recuested by the British authorities 
in Cairo regarding the possibility of a request of the 
Saudi Arabian Government to permit the inatallation at 
Dhahran, for the protection of the o1] properties, of anti- 
aircraft batteries and the maintenance of approximately 
100 American troops. The British Minister consulted the 
King's advisers (probably Yusuf Yasin) and is giving his 
opinion substantially along the following lines: 


ise The inatallation of anti-eaircreft defenses end the 
presence of American troops will be agreed to by the King. 


<. The attitude of the King will be that he, with 
American aid, is defending the territory of Saudi Arabia. 
While #wenerously admitting United States Army prereonnel, 
he might stivoulate that after a sufficient number of Saudi 
Arabian troops have been trained, the American troope 
should leave. The training period might take a long time. 


S. It ie the British Minister's understanding that 
there ia a plan to train for defense duties certain employees 
of the California Arabian Standard O11 Company and that if 
thie is done the number of military personnel reouired would 
be reduced. ; 


4, It might be necessary to use Egyvtian Arabic- 
speaking anti-aircraft specialists as interpreters in 
training Saudi Arabian troops for anti-sircraft defense 
work. 


S. That the King should be approached in the matter by 
this Legation, while the British Minister would communicate 
British approval of the plan. 


The foregoing was obtained from the First Secretary of 
the British Legation, as the British Minister and Yusuf 
Yassin are spending the current fast of Remadhan in Taif. 


I have 


Re 


I have no information in regard to the plan mentioned in 
Paragraph 3 above, and in the absence of the representative 
of the California Arabian representative from Jidda I 
cannot confirm it. However, the essence of the problem 

is not affected. 


Thie telegram has been repeated to Cairo. 


MOOSE 


890F .6363/44 


9-16-42 
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In reply refer to 
NE F 6365/44 


STRICTLY CONFIDENTIAL 


My dear Mr. Secretary: 


There ia enclosed herewith, for your information, 
a paraphrase of a telegram dated September 14, 1942, 
from the American Chargé d'Affaires ad interim at Jidda, 
relating to the possibility of obtaining the consent of 
the King of Saudi Arabia to the introduction of American 
troops and anti-aircraft batteries for the protection of 
011 properties at Dhahran, Al Haea. 


in view of the fact that the properties concerned, 
which are important in connection with the war effort, 
are American, and since the Government of Saudi Arabia 
ie most unlikely to permit other than American troops 
to assist in the defense thereof, this Department is 
pleased to note that the matter is under active con- 
sideration, and at the proper time will be pleased to 
instruct ite representatives to be of all possible assis- 
tance. 


Sincerely yours, 


ai 
cordei? *” 


Enelosure: 


‘ Paraphrase of teleyrem 
ye iy TAA! no. 64 from Jidda, 
Sar i le" September 14, 1942. 


the Honorable 
Henry L. Stimson, 
Secretary of War. 
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TELEGRAM RECEIVED 


HRL Jidde 
This telegram must be FROM 
closely perrphresed be- 
fore being communicrted 
to enyone. (SC) 


Deted Oct»ober 1, 1942 
Rec'd 12:34 e.m., 2nd 


DEPARTMENT OF STATE 
Tots 


Lg, ofey $555 
68, October 1, 10 p.m. Ses" se 







Secretrry of Stete, 


Weshington. 


Seudi Arebirn Mining Syndigs if wishes following 
Gelivered ‘by Americen Smelting end Refining Compeny 
New York if permieeible. 

"Your cable September 28. Supplies errived Suez 
on eteemer MCRMAC. MOON." 
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Materials 

OCT 13 1949 
Department of State 
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TELEGRAM RECEIVED 44h be} 





HEL idda 
This telegram must be FROM 


closely paraphrased bee Dated October 31, 1942 
fore being communicated : 
to anyone. (SC) 


| Gee re ARE 5 px hol ree 
Secretary of State, ag ey 6 ye 


Washington. Li: an rather “fo 
' ; mf s 


95, October 31, 3 pem 
‘ : * = $9, £6262 
Legation's telegrams Nose 59, Septemb 2, & Pelle 


and 94 Octobor 31, 2 Peme The British Ministor is 
requesting Saudi .rab Government to grant pormission 
for Captain Bale to visit Dhahran, If the question 
is rais 1 by the Saudi arab Government the purpose 
of his visit will be described cs "roconnaissance", 

It is suggested that the Department@® request 
caSsoc to instruct its Dhahran office to furnish Coptcin 
Bele with the information he desires, 

REPEATED TO C..IRO. 
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SECRET 


DEPARTMENT @F STATE 
§ 5 WAR DEPARTMENT 

RECE!VED oer 

‘yf PARTMENT Or SlA\r WASHINGTON ner | iy 194? 
DIVISION OF 
a2 DEC 15 AM 10 23 | NEAR EASTERN AFFAIRS 
| DECLASSIFIED 
EO. 11652, Sec. 3(E) and S(D) or &) DEC 14 1942 
j (ioiGN Or 


i (by: OSD letter, May 3, 1872 
. TE ABE By -----¥¥----- NARS Date “at A? Fut E 
- - : VHS 


The Honorable a ae 


The Secretary of State 


Dear Mr. Secretary: 


This will acknowledge commnication from your 
Department (ME 890 F.6363/44), dated September 18, 
1942, inclosing a paraphrase of a telegram dated 
September 14, 1942, from the American Charge 4! 
Affaires Ad Interim relating to the possibility of 
obtaining the consent of the King of Saudi Arabia 
to the introduction of American troops and anti- 
aircraft batteries for the protection of oil 
properties at Dhahran, Al Hasa. 


Some time ago this matter was referred to the 
field. <A reply to your communication has been 
delayed pending word from the field. 


As soon as information is received from the 
War Department representatives in that area on this 
subject, this Department will commnicate further 
with you. 


Sincerely yours, : 


Secretary of War. 
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1 Bg? 4 VIG LX LEGATION OF THE — 
shee a | UNITED STATES OF AMERICA =~ 
ar. EASTERN FaiKS 


, Saudi Arabia, March 10, 1943 . a 


Subject: Indian Agitation among Employees of the 
~~ California Arabian Standard 011 Company 


~ 
o 


=< Ow ,  @t Dhahran, Saudi Arabia. 
W. — ee t é 
oo BO PEN . 
OF 22m A ites 
“me Mbnorabie, ee Mi 
ox &The Sevretary of State, AA 
a - Washington. 


I have the honor to report that during the last week ~ 
in February agitation by Indian employees of the California 
Arabian Standard O11 Company at Dhahran threatened to 
result in a strike involving not only the lidian, but also 
the Saudi Arab, employees of the company. The Indians, 
numbering about twenty men, had been engaging in agitation 
for non-cooperation for some time and their efforts among 
the Arab employees at length came to the attention of the 


m 

company. A company representative forced the hand of the O 

Indian workers by calling them in for a confersnce and © 

3 warning them that striking was illegal. The Indians " 
v= replied the following day with a petition making certain ° 


, demands for improved housing and extended vacation privileges. C) 


\ 4 The petition was couched in what the company considered CA 
(yh g belligerent language and was rejected. e rejection of the © 
petition was followed by a mass resignation of eighteen ON 
SIndians. The resignations were promptly accepted by the Ss 
“wompany and two of the ring leaders of the agitation were a 
Meported to India. Fe) 


gis 


The prompt action of the company caused a number of 
the signers of the petition to weaken and wish to reconsider 
their resignations provided the company would rehire the 
entire group. This the company refused to do. 


The Indian workers,following their resignations, sought 
to incite the Arabs to go on strike and with this end in 
mind called several night meetings of the Arabs. The police 
authorities were advised of the scheduled meetings and the 
gatherings were prohibited. After some consideration of a 
protest to King Ibn Saud, the Saudi Arabian employees decided 
that it was best to leave the matter of their grievances in 
the hands of the company. By February 26 the situation had 


returned to normal with a number of the Indian employees 
returning to work. 


Dhahran officials see in the abortive attempts of the 
Indian employees to incite a strike an effo 


rt to cre cig 
trouble for the Allied Cause and an attempt to extend the 
disobedience tactics of India beyo “pdrders of that 
country. It is not known whether mot any of the Indian 
activity was Axis inspired. 
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Chbres ‘atatfaizes et interim 
To Department in triplicate. 


B08y to American Legation, Cairos— 


1 ed e 


No. 9h 


Jidda, Saudi Arabia, March 10, 1943 


Subject: Indian Agitation among Employees of the 
California Arabian Standard 011 Company 
at Dhahran, Saudi Arabia. 


CONFIDENTIAL 


The Honorable 
The Secretary of State, 
Washington. 


Sir: 


I have the honor to report that during the last week 
in February agitation by Indian employees of the California 
Arabian Standard 011 Company at Dhahran threatened to 
result in a strike involving not only the Indian, but also 
the Saudi Arab, employees of the company. The Indians, 
numbering about twenty men, had been engaging in agitation 
for non-cooperation for some time and their efforts among 
the Arab employees at length came to the attention of the 
company. A company representative forced the hand of the 
Indian workers by calling them in for a conferpnce and 
warning them that striking wes illegal. The Indians 
replied the following day with a petition making certain 
demands for improved housing and extended vacation privileges. 
The tition was couched in what the oe considered 
belligerent language and was rejected. e resestion of the 
petition was followed by a mass resignation of eighteen 
Indians. The resignations were promptly accepted by the 
company and two of the ring leaders of the agitation were 
deported to India. 


The prompt action of the company caused a number of 
the signers of the petition to weaken and wish to reconsider 
their resignations provided the company would rehire the 
entire group. This the company refused to do. 


The Indian workers,following their resisznations, sought 
to incite the Arabs to go on strike and with this ond in 
mind called several night meetings of the Arabs. The police 
authorities were advised of the scheduled meetings and the 
gatherings were prohibited. After some consideration of a 
protest to King Ibn Saud, the Saudi Arabian employees decided 
that it was best to leave the matter of their grievances in 
the hands of the company. By February 26 the situation had 
returned to norma] with a number of the Indian employees 
returning to work. 


Dhahran officials see in the abortive attempts of the 
Indian employees to incite a strike an effort to create 
trouble for the Allied Cause and an attempt to extend the 
disobedience tactics of India beyond the borders of that 
country. It is not known whether or not any of the Indian 
activity was Axis inspired. 

Respectfully yours, 


J. Harold Shullaw 
Chargé d'affaires ad interim 
To Department in triplicate. 
aeerians Legation, Cairo. 
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CROSS-REFERENCE FILE 


NOTE 


SUBJECT Brforts of War and Naw Departments to obtain 
oil from Saudi Arabia: suggests elevation of 
American Charge to that of Minieter in order 
to further efforts in connection with-. 


For the original paper from which reference is taken 


eae ae eee fT RI eee eE a Te ae 
(Despatch, telegram, instruction, letter, etc.) 
Dated _.____.. March 3%, 1943 rem a 
7 one 
7 President 
124,90f/31a 
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TELEGRAM RECEIVED Veg Bs E 
ELP ee oa Jidda 
This telegram must be 
paraphrased béfore being Dated June 28, 1943. 
communicated to anyone FROM 
other than a Governmental Rec'd 6:40 poem. . 
agency. (BR) 
sales 

DIVISION OF FOREIGN 

Secretary of State, SERVICE &PMINISTRATION 
Washington. LIN OS IO" Abe/ra/¥s 
Fol. farus 


rik ATATS 


61, June 28, 5 pom. 
‘= 
Casto requests authentication of signature of 
Saudi Finance Minister affixed tod important letter 


Paes 
regarding oil concession. Signature» well known to 





et) 
Legation and request stems reasonable precaution. 5 
futhorization to certify under item 31 of tariff of i 
fees is respectfully requested. 4 
MOOSE a 
KLP eS 
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PREPARING OFFICE 
WILL INDICATE WHETHER 


Collect ry letter 
Night letter 


Charge Department: 

Full rate 

Day letter 

Night letter 
Charge to ; 7 
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U. S. GOVERNMENT FRINTING Office 16-—~252303-1 
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JIDDA (KINGDOM OF SAUDI ARABIA). % 


sah Akiak talaias nad caine 


Drpartinent of State 


Washington, 


T° 29, 1945. 
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T@ BE TRANSMITTED 
SECRET 
CONFIDENTIAL 
RESTRICTED 

CLEAR 

PARTAIR 


Plain 


Authorization requested in your 61, June 28, 5 p.p., 
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ADVISER ON 


INTERNA NAL ECONOMIC AFFAIRS 
OFFIGE Ur list I Writ ti 


| INTERNATIONAL LQQNGHIL AlFAlnS funy 5, 19435, 
cretary: | wee ts 


(1) In the di DEPART ME Ot weriace Murray and 


had with the President last Thursday in accordance with 
your instructions, the President indicated Weersenee that 
he had meant his signature of approval which he had put 
upon the letter sent in by yourself and the Secretaries 
of War, Navy and Interior, to be instriction to go ahead 
with the Saudi Arabian project, 






You will remember that that letter set forth two 
alternative ways of proceeding (a) by purchase of all of 
the stock of the California-Arabim Standard O11 Compeny, 
(bo) by an agreement whereunder the company would set aside, 
in return for certain payments, 011 in the ground to be 
considered as a reserve for the American Government. The | 

, President either did not clearly understand that two al- 
ternatives were being presented to him as between which 
» his decision was being sought, or, believed that we under- 
‘ stood that he had already decided in favor of the more 
\ prominently presented suggestion, i.,e,, stock purchase, 
UN 


" ze/e9se *4068 


Our discussion with him flowed slong on the assumption 

that it was the stock purchase means of proceeding to which 
S he had given approval, However, I believe it extremely 

wise to clarify this point before proceeding, 


g13/Sd 


(2) The President said that he wanted us to offer 
Ibn Saud to establish an oil reserve that would be always 
retained within Saudi Arabia for use in the development 
of that country in such measures as irrigation and road- 
building. The President mentioned the possibility of 
offering to put aside half of the o11 or every other struc- 
ture or some other proposal of this kind, It was evident 
thas-ne thought some such gesture on our part would pre- 
dispose Ibn Saud to the sale of the concession and also 
have an extremely healthy influence throughout the Arab -- 
world, No mention was made in the discussion with the 
President that under the concession Ibn Saud would-receive 
4 shillings, gold, a ton as royelty..and- alte certain specified 
quantities of oil protugsyakee-* ‘Tt .te certain that it eae 


‘ 


. wy burden 


erie 


alas “9 


burden the whole transaction very greatly if our offer 

was to run in terms of half the product,of every other ‘°* 
structure, It is also certain that if these fields in any 
way fulfil their expectations, the amount of oil thereby 
set aside for Saudi Arabia would be vastly greater than 
the amounts that will ever be coneumed in Saudi Arabia even 
assuming much development, For this reason I have carried 
out the President's suggestion in the form in which you 
will find it contained in the underlying letter. If you 
agree, this letter to the President will be discussed by 
the same interdepartmental group as developed the first 
proposals in order to make sure that its terme and texts 


ere agreeable to all of them before transmittal by you to 
the President, 


H Re 
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July 6, iGag 


My Gear Mr. Seeretary: 

X transmit copy of a letter which I have today 
sent to the President. The text of this letter was 
I believe approved by representatives ef the Depart- 
mente of State, War, Navy, and Interior at a meeting 
in the office of Under Seeretary of War Patterson on 
July 6. 

@ineerely yours, 


Enolesure: 
Letter te the Presi- 

dent re Petrolewm 

Reserve Cerperation. 
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My dear Mr. Secretary: 

I tranemit copy of a letter which I have today 
sent to the President. The text of this letter was 
I believe approved by representatives of the Depart- 
ments of State, Wer, Navy, and Interior st a meeting 
in the office of Under Seoeretary of War Patterson on 
July 6. 


Sincerely yours, 


Enclesure: 
Letter to the Presi- 
Gent re Petroleun 
Reserve Corporation. 


The Renerable 


Jesse Jones, 


ee oe es 


Seeretary of Commerce, j.. 
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My deer Mr. Seeretary: 

I transmit copy of a letter which I have today 
oont to the President. The text of this letter was 
I believe appreved by representatives of the Depart— 
monte of State, War, Navy, and Interior at a necting 
in the office of Under Seeretary of War Patterson on 
July 6, 

Sincerely yours, 


‘ Pex j * tre a - 
/ the 
EA:HF:LYW 67-6 - ‘i Fey 
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July 6, ig@el 


My Gear Mr. Seeretary: 

Z Sranemit copy ef a letter which I have today 
sent to the President. The text of this letter was 
I believe approved by representatives of the Depart~- 
mente of State, Var, Navy, ané Interior at a meeting 
in the office of Under Seeretary of War Patterson on 


quay 6. 
; Sincerely yours, 
“2 Bij 
Enolosure 
Lester to the Presi- 
dgnt re Petreleus 


The Honorable 
Marelé L. Iokes, 
Seeretary of the Interior. 


seve «A. i Panorgem Sere hee 
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CONFIDENTIAL 


My dear Mr. President: 

I have been informed by the Secretary of Commerce 
that the Petroleum Reserve Corporation hes deen 
established. 

It is my understanding thet you wish the Petroleum 
Reserve Corporetion to addrese itself immediately to 
the end of securing for the American Government reserves 
in Saudi Arabia. 

Representatives of the Departments of “tate, var, 
Navy and Interior heve again met to discuss how best to 
proceed in this matter, and they have requested that I 
present to you for your epproveal the following summary 
of inetructions end of the prospective vrogram of action. 
It embodies the instruction you gave directly to 
Mr. Ferbert Feis and “Mr. Wallace *“urray: 

(1) That the by-laws of the Petroleum Reserve Cor- 
poretion shall provide that the Board of Directors shall 
be the Secretaries off Pater om-—larr. and Interior. 

one 8) 
The President, 


The White House. 


cG/egeg9* 4068 
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(2) That you will summon a meeting of the aforenamed 
Beard of Direeters of the Petroleum Reserve Suepevatbion and 
the Chairman of the Recenstruetion Finanee Corporation at 
the earliest possible date to formally inaugurate the beginning 
of operations of the Company; the first item of business shall 
be the selection of a representative to direst the business 
negotiations that are in prospect in regard to the Saudi 
Arabian situation. 

(3) That this representative be authorised immediately 
te undertake discussion, on a strictly confidential basis, 
with the executives of the Standard 011 Cempany of California 
and of the Texas Company, owners of the stoek of the California-~ 
Arabian Standard O11 Company, which holds the present con- 
cession. 

(4) That these discussions be addressed to the end 
of acquiring complete stock ownership of the California- 
Arabian Standard 011 Company, in accerdance with the general 
terms and conditions set forth in the memorandum of June 25, 
1945, submitted to you jointly by myself and my colleagues. 

(5) When it is indicated, as a result of these dis- 
cussions, whether and on vhgt terms the desired purchase 
transaction can be achieved:,‘the matter be then resubmitted 
to you. 

The Reeonstruction FPinanee Corporation shall supply 
the Petroleum Reserves Corporation with such funds, either 


- S$ ~ 


as a loan or as a contribution to capital, as from time to 
time you may determine to be advisable - until such time as 
funds might be made directly available by Congress. 

(6) Upon receipt of your approval, a special repre- 
sentative shall be sent to the Middle East to confer with 
the American Minister in Cairo, and the American Minister 
Resident in Saudi Arabia, as to how best to bring the matter 
before Ibn Saud; and upon receipt of this advice, and any 
necessary instruetions from Washington, these officials 
shall proceed to give Ibn Saud the necessary notification. 

(7) That in presenting the matter to Ibn Saud it 
should be made clear that this Government, as owner of the 
concession, would completely respect ite terms and in 
every way observe the independence of Saudi Arabia. 

That in addition, and as an indication of our desire 
to have the development of the o11 resources of Saudi 
Arabia serve the internal economic development of that country, 
this Government will pledge itself to set aside in the ground 
and to protect against all withdrawal an amount of oil 
believed to be sufficient to supply the domestic consumption 
needs of Saudi Arabia and to facilitate its development 
during the lifetime of the concession. As far as it may 
be prasticable this special reserve shall be located in 


particular 


-~- 4 w 


particular defined preven structures which shall be speeifieally 
Gencominated as Sau@i Arabian national reserves and produetion 
will be Grawn therefrem by the Company only upon the instrue- 
tien of the devernment of Saudi Arabia. This aetion will be 
taken by us without any request for compensation on the part 

of Saudi Arabia. It will be in addition to the very substan- 
tiel reyalty payments on all production to which the Saud’ 
Arabian Gevernment is entitled under existing agreenents 

(4 shillings, gold, per ton). 

This pregrvem has the unanimous agreenent of the 
State-War-Ravy-Interior group of officials that formulated 
the original propesals whieh you have approved. Will you 
kindly advise me if 1% meets your ideas satisfactorily. 

Faithfully yeurs, 
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gold, per ton). 


This pregram has the unanimous agreement of the 
State-War-Kavy-~Interior group of officiale that formulated 
the original proposals whieh you have approved, Will you 
kindly sdviee me if it meets your ideas aatiefactorily. 


Faithfully yours, 
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A meeting was held in the Office of the Under Sec- 
retary of War, There were present besides myself, the 
Under Secretary, Captain Carter representing the Navy, Brigadier 
General Boykin 6, Wright and Colonel Covell, and Mr. Kline 
representing Secretary Ickes, 


I read aloud to them the memorandum of July 3 which 
I had sent to the Secretary reporting on the conversation 
which Mr, Murray and myself had with the President, 


It was agredd that it was urgent to take the necessary 
further steps to bring the Petroleum Reserve Corporation @ 
into action, I passed to the Committee a copy of the possible 
draft letter to the President from the Secretary of State, 
submitting to the President for his approval the various 
required steps. This was discussed and various changes 
agreed upon which are shown in the amended text to be 
embodied in the letter to be sent to the President. 


The letter as amended was initialed by them, 


£SG/e9c9* 40 


The question arose as to who should summon the meeting 
of the Directors of the RFC, The group desired that the 
Secretary of State take this step. I said I would so recommen 
but was by no means certain that he would feel it appropriate 
for him to do so, 


ie) 


Subsequent to the meeting it seemed to me clear that 
the best method of assuring straight and unimpeded progress 
would be to have the President himself summon the first meet-# 
ing and I revised numbered paragraph two of the draft accord- 
whenic! agnacsd be Rus Rowge. 


ingly. Sab. Pallener ts tm Kine e&9 


There was some discussion as to individuals who might = 
serve as (a) in charge of the negotiations with the oil = 
companies to purchase the California-Arabian stock; (b) re) 
permanent director of the Petroleum Reserve Corporation, ~ 

£ 
Cw 
° 


= 


No decisions were reached, \ 
The group requested me to send a copy of the letter t 


the 


ava/sd 


Cs 


a 
Sw 


the President to each of them and I promised to do so, _ 
It was also suggested, and I agreed, that a copy should be 
sent to Secretary of Commerce Jones. 


—_— 
Hi. Fein 
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Oil devélopment projects for Bahrein and Saudi Arabia. 


Mr, Fred K, Davies, President of California Arabian 


Standard O11 Company, requesting to supply information 
regarding-. 


For the original paper from which reference is taken 


Dated .... teb.12,-1943-------—- Boag | Spate- 


File No. __... 


Near Castern Affairs 
(Me rrian) 
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LEGATION OF THE APE “s 


UNITED STATES OF AMERICA : ae 





Jidda, Sauii Arabia, July 2, 1943 
Subject: Petroleum Data Requested by Department. 


STRICTLY CONFIDENTIAL vf L byte we) : 
The H bl Ci ao si 
e Hongrable J P 
——n ES psa Ay if ChE | 
- a Ga es = tupBecretary of State, /bRy 
eo iF. ' geo , 
[ or |OUlU 7 =" Washington. ‘| 
Ss ~ 
ond Sr: Sho es 4 - rs Py f; ¢? a 
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I have the honor to forward herewith a check- 
p list of petroleum data as pm iy in a Department 's 
2 strictly confidential italoun, of “May 12/ 1943, 12:05 


ais tte 
Cx 

WW) 
<~ 





| () pom. 
Headings in the check list correspond to the Py 

= Wh > numbered headings in the airgram referred to above. ° 
r— ~~ 
= t. = Respectfully yours, 7 

—s . cE. 4 
eo 4S Oumt/ J O1 
2 3 S ames 5. Moose, ao 
= = 4) Chaygé d'affaires ad interim 
Ey A  erdanasans J Lany 


1. Check list, as noted. 
ot 
To the Department in original only. 


Copy to the American Legation, Cairo. 
863.6 i A Bee erties 


Uthce of the Chief Clark 
PHOTOGRAPHIC SEC ION 
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GC/Se rer: 


AIR MAIL 


Enclosu.. no. 1 to despatch no. 14; July 2, 1943, from 
James 8. Moose, jr., Chargé d'affaires ad interim, Jidda, 
on the subject: Petroleum Data Requested by Department. 


STRICTLY CONFIDENTIAL : wt) 
“SO 

Check-List of Petroleum Data S 

(Called for by Department's Circular Air- = 
gram of May 12, 1943, 12:05 p.m.) mn 
1. There is no special Saudi Arabian petroleum Nie 
legislation and no special petroleum regulations. Nor qs} 


is there any other indication of any policy or tendency 


of the Saudi Arabian Government in relation to oil, 

other than (a) and (b) of this heading, and Section 3 ot 

below. i 
General regulations, sanctioned by Royal Decree, UN 

which apply to oil and mining enterprises in Saudi 


Arabia are: 
(a) Campetientien Regulations for Workmen 
in Technical Industrial Enterprises ot igh a 
by Royal Decree no. 8/4/ dated Septem er 24, 
1937 (Rajab 18, 1356). A translation of these 
Regulations was forwarded to the Department a 
annexed to despatch no. 146 dated July 2, 1943. 


(vo) Labor Regulations, approved by Royal 
Decree no. 5323 dated April 29, 1942 (Rabi' Thani 
13, 1361). A translation of these Regulations 
was forwarded to the Department annexed to 
despatch no. 47 dated September 14, 1942, It 
might be noted that although the Labor Regulations 
have been officially in full force and effect 
since August 22, 1942, in practice they are not 
being applied because of the difficulties which 
they would cause in the operations of the 
California Arabian Standard 011 Co. and the Saudi 

- Arabian Mining Syndicate. 


2. So far as can be learned, there are no inter- 
governmental treaties, conventions, or agreements of 
any kind now in effect between Saudi Arabia and any 
other Government relating to exploration, production, 
refining or marketing. 


3. The only concession agrsement still valid is 
that dated May 29, 1933, granted to the Standard Oil 
Company of California (later assigned to the California 
Arabian Standard 011 Company) conceding the exclusive 
right to explore for, to produce, and to refine 
petroleum in a specified area in eastern Saudi Arabia. 


This concession was supplemented by an agreement 
dated May 31, 1939, with the California Arabian Standard 
Oil Company, enlarging the area to which the concession 
applies. 


The California Arabian Standard 011 Company, a 
Delaware corporation, is wholly owned by the Standard 
Oil Company of California and the Texas Company. 


Copies of the concession, the supplemental agree- 
ment, and supplementary letters pertaining thereto, 
are understood to have been supplied already to the 
Department by the concessionaire company. 


4. Insofar as can be learned, there are no 
important agreements among oil companies having any 
significant bearing on the oil situation in Saudi Arabia. 


AIR MAIL 
a 


5. The impertant oil companies operating in Saudi 
geet with an tndication of the kind of business they 
© are: 


(a) The California Arabian Standard 011 Company 
(see 3. above for nationality and ownership), at present 
primarily engaged in the production of oil which is taken 
te Bahrein for refining. The company has a small 
refinery in Saudi Arabia which is at present inoperative. 
This company supplies the Saudi Arabian Government with 
the bulk of its petroleum requirements, but does no other 
marketing in Saudi Arabia except for a limited sale of 
kerosene in the province of Al-Hana. 


(b) Shell petroleum oan are marketed in Jidda 
through Gellatly, Hankey & Co. (Suan) Ita. 


(c) Soeony-Vacuum petroleum products are marketed 
in Jidda through a local agent, Sharqieh. 


It is assumed that the Department is fully informed 
about the nationality and ownership of Shell and Secony- 
Vacuum. 


The Legation knews of no published statements made 
by officials of prominent individuals concerning oil 
policy which would be of interest to the Department. 


Note: O41 policy, like all other official policy 
in Saudi Arabia, depends solely on the King. One of 
the King's advisers, Shaikh YUSUF YASSIN, has indicated 
in private conversations that he would 1ike to squeeze 
more revenue ("gold" when Shaikh Yusuf talks) out of 
the California Arabian Standard 011 Company. This, 
however, merely confirms Shaikh Yusuf's avarice, and is 
no guide to the policy of the King. 
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. 72, July 27, 9 e.m, ~ Coke 
lb? “Saf | a 
3 Depertment's /36, July 23, 10 p.m. 


Cesoc suspended exploretion by field perties in 


sumer 194] end by structure drilling sugust 1942, Com- 


peny now prepering to send field perty to explore 
extreme north pert of concession lying elong Trens- 
jorden end Ireq frontiers. 

Drilling is going on et wildcet well et Jeuf a 
locelity 150 kilometers north of Abu Hedriyeh end 
probebly not merked on eny mep. abdqeiq well No, 
four is now being rigged up. No further drilling in 
progress, | 

Current deily production veries from 6000 berrels 
to 20,000 end perheps evereges 12,500. This could 


be considerebly increesed. in estime te not intended for 


quotetion is thet Dammen Dome covld produce 40,000 


berrels deily without injury to field end 100,000 berrels 


deily in ruinous production. By installing pipelines 
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e2- #72 July 27 9 a.m. from Jidda alias 


to Abqaiq end Abu Hedriyeh end supplementel equipment - 
possibly 100,000 berrels deily could be produced 
inh tlaics injuring deposits, 

411 present production is berged to Behrein for 
refining end thence mixed with Bahrein ofl is 
distributed through Celtex to merkets in Indie, Egypt 
Austrelie South end West Africe, lupde ge scer, Ceylon, 
Portuguese East Africe end perheps elsewhere, 
Transportetion is effected through Celtex owned 
and chertered tmkers end outside tenkers, Deteils 
of distribution not known here but could be secured 
from Celtex, New York. 

To dete petroleum products heve been supplied in 
Saudi-sarebie only to the Government, Deliveries in 
1942 were: gesoline 3,022,006 United States ge lions 
kerosene 114,043 United Stetes gellons; diesel oil 
336,392 United Stetes gellons; lubriceting oil 78,142 
United Stetes gellons. Compseny plens soon to supply 
province of alhese with kerosene selling through locel 
merchents. No estimete eveilebdle of quentitities to 
be distributed but thought to be small, 

Recent developments in reletions between Government 
end Compeny include extension of concession for two 
years because of recognition that war conditions have 


reterded 


-S- #72 July 27 9 e.m. from Jidde 


reterded development of concession through no 
feult of Company. 41so Compeny hes recently 
signified intention of participating 
in slkherj reclemetion project to e much grester 
extent then it head ever taken in a Government 
enterprise. Company officials recognize thet 
this is only first step in policy where Company will 
assist in meny ectivities in no wey releted 
to o11'( see despetch No. 2, July 22, 1943). 
Compeny currently hes difficulty in finding riyels 
to meet payrolls but so does the Government. Com- 
peny's Jidde representetive deperting for United 
Stetes todey edvises tliat no issues with Government 
are pending. 

The Denwrtacnts inquiry hes not been divulged to 
Compeny officials, 


MOOSE 
REP 


July 28, 1943 


oma 


My dear Mr. Portas: 


I tranemit a paraphruse of a report just received 
from our Legation at Jidda, giving the latest aveilable 
information on the status of the Saudi Arabian oil 


development. 
Sincerely yours, 
Herbert Felis 
Adviser on International 
BReonomic Affairs 
Enclosure: 


Prom American tion, 
Tidda, July 27, 1943. 


The Honorable 
Abe Fortas, 
Department of the Interior. 
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2. Z.(p aL, Ons, ™ tia 
qo G38 Please cable in confidential code, ee 


report on present activities of Cal ifornia-Arabian Company / 
in Saudi Arabia, giving in detail, account of present 
Alling and exploration activities, production, actual and 

otential, transportation arrangements and disposition of 

present production, distribution activities within Saudi 

Arabia. Also please give account of any new development 

in relationship to Saudi Arabian Government. It is realized 

that you have kept Department well-informed on these matters 
this request i@ to assure that our information is 

complete and up to the minute, Please hold this inquify in 

utmost secrecy.j9 - LIAISON oFFicr 


OCT 1 ~4943 
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. Secretary: 


On July 23, Commodore Carter, Navy Representative 
on the Army-Navy Petroleum Board, informed me that the 
Board had concluded that the one refinery project which 
it should have carried out by this Government for mili- 
tary reasons was the erection of a refinery in Saudi 
Arabia, The plans drawn contemplated production of 
20,000 barrels a day of aviation gasoline and a total 
potentiality of about 100,000 barrels a day; its esti- 
mated cost would be in the neighborhood of $100,000, 000. 
The decision to construct a fefinery in Saudi Arabia 
had been based on anticipation of military supply needs 
in the Southwest Pacific, strengthened by the conclusion 
that it would be advisable in the long run to draw on 
Persian Gulf supplies for the quantities needed, rather 
than on our own domestic supplies. 


Commodore Carter pointed out that in our previous 
discussions regarding the plan of having the Government 
acquire stock ownership in the California-Arabian Company 
it had been the view that any discussions which might be 
required with the Company for refinery construction, 
should be carried on independently in order not to risk 
delay. He observed, however, that it was plain if an 
undertaking of this size was begun, it would in the first 
place, require Government financing and in the second a 
place, be certain to influence the Company's attitude in , 
the prospective discussions with this Government about =—- 2 
stock purchase. I agreed with these observations and PTs) 
said I thought the matter ought to be discussed with the >> 
Secretary of the Interior, who had been indicated as 
senior negotiator on Saudi Arabian matters by the President, 


L£g/c9¢9° 3068 


The meeting with Secretary of the Interior took plage. 
this afternoon, There were present besides Commodore Carter 
and myself, Under Secretary Fortas and their General Counsel, 
Commodore Carter and I explained the matter to Mr. Ickes as 
summarized above, 


Mr. Ickes 


Y8/Sd 


~~ 


Mr, Ickes stated that he wished to inform us: 
(a) that he had talked with Mr. Crowley about the 
Petroleum Reserve Corporation, who had agreed that the 
by-laws should be (as drafted by the Reconstruction 
Finance Corporation) superseded by a new set of by-laws; 
(bd) that the Secretary of Commerce, who hadbeen nomi- 
nated as one of the directors in the RFC by-laws, should 
not be a member of the Board; Mr. Crowley would be added. 
(c) that Secretary Ickes would become President of the 
Petroleum Reserve Corporation, and 
(a) 4t was agreed that as soon as new by-laws were put 
into effect, the directors should meet and the Company 
thus become ready to undertake business, 


The Secretary of the Interior said, therefore, that 
he anticipated the Petroleum Reserve Corporation would be 
in a position to carry out the Saudi Arabian refinery 
project recommended by the Army-Navy Petroleum Board; that 
it was his judgment that this was a more satisfactory way 
of — it received than directly by the Army - to which 
opinion Commodre Carter subscribed, Secretary Ickes said 
he felt that the need for this refinery construction was 
an added element in the Government's position, strengthene 
ing the ground on which it could make proposals for the 
. of the stock of the California-Arabian Company. 

e investment was so large the companies could not finance 
1t without immense Government aid. 


He therefore proposed that both matters be discussed 
at the same time with the Presidents of the Standard 011 
of California and the Texas Company next Monday, for which 
time an appointment had already been made with these 
officials to discuss stock purchase proposal. Commodore 
Carter indicated his agreement with this view and progran, 
and I did the same, 
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This telegram must be 

closely peraphresed be- Deted July 27, 1943 
fore being communicated FROM 


to anyone. (SC) Rec'd 1:58 p.m., Slet 


Secretary of State 


Washington 
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1327 27, 9 a.m. (SECTION ONE). 
PERSONAL FOR THE SECRETARY AND UNDER: 

SECRETARY. NOT FOR DISTRIBUTION. 
Colonel Hoskins tells me that a project is beste 
coneidered whereby the oil concessions in Seudi Arabie 


now cvereted by the Celifonnia-Arabian Stendard O11 


gg/e9¢e9° 4068 


Company would be taken over by the American Government 
and elthough my observations ere circumscribed by in- 

sufficient knowledge of the deteils of thie project 
and are limited to aspects effecting ite local apeiYor tion 
without regerd to any problems which may exist at r 
home I feel, nevertheless, comp&lled to submit my 
views to you, « 

From the time of my firet visit to Saudi Arabia 

in May 1942, I have been impresecd by the high standard o 
agtablished and maintained by California arebian Standard > on 
Oil Gempany in all ite activities in that country a6 = 
weil as by the evecial regerd in which the Company and 
the representatives were held by the King and his ~ fae 
advisors, anda thie factor hes been mentioned by me 


in reports to 


-2- #1387 suly 27, 9 e.m., (SECTION ONE)from Cairo 


in report .o the Department. In fact the eeteem 

which America and Americans enjoyed in Saudi Arabia 

was largely due to the quality of the conduct of business 
by that Company and the nature of its relations with 

the King's Government. ‘Te success of the Company 

in symbolizing in that country the essence of American 
bueiness ethics and industrial progress may be 

ascribed I believe, not only to the modern etandard 

of their installations and operations but especially 

to their enlightened methods of desling with the officials 
and people there, This latter point is especially 
important in a country such as Saudi Arabia where the 

full benefit of the Company concessions cannot be obtained 
without contributing to the development of the country 
itself and this the representatives of the Company have 
effected to a high degree by rendering services including 
building roads, planning irrigation projects, establishing 
schools,and,even supplying and maintaining the amenities 
of civilized life for the King and other prominent Saudi 
Arabians. I submit that under Government administration 
that elasticity of operation would not obtain which now 
enables Caiz$ornia Arabian Stenderd 011 Company to 


secure the reeults mentioned above, 


KIRK 


TELEGRAM RECEIVED 


RNK FROM Gairo 

This telegram must be 

Closely paraphrased bee Dated July 27, 1943 
fore being communicated . 

to anyone. (SC) Rec'd 3:06 poem, Slst. 


Secretary of State, 
Washington, 


1327, July 27, 9 aeme, (SECTION TC) 

Another factor which both the King and members of 
his entourage have repeatedly emphasized in this 
regard was that a primary consideration in awarcing 
concessions to Casoc was reliance on the absence of 
ulterior American political motives in resvect of 
Saudi Arabia svecifically and Near East generally, 
as opposed to the suspected policy of certain other 
governments and, the fact that this assumotion had been 
borne out by subsequent developments was mentioned as 
a source Of gretification. Overt American Government 
intervention in 011 operation in Saudi Arabia would 
tend to tar us with the same brush, 

A further consideretion may be found in the larger 
sphere. of American economic expansion. in the foreign 
field after the armistice, The conduct of business 
in Arab countries 1s.a specialized concern, It re- 
quires special methods, specialized. personnel 

. competent 


-2-, #1327, July 27, 9 agme, (SECTION TWO) from Cairo, 


competent to cope with the devious business ee 
prevalent in Near East countries, Above all it re- 
quires a system free from direct foreign government 
nintvol which rightly or wrongly is ever open to the 
accusation of Economic penetration for political 
purposes. The ideal economic policy for the United 
States in this area, as no doubt in others, would 

be more active and consistent governmental support 
than has generally prevailed in the past of the right 
kind of private American business enterprise with 
direct government participation in the national life 
of the respective countries limited to those fields 
in which our own enlightened altruism cannot be 
impugned and which are fertile ground for the develop- 
ment of good will, The government operation of oil 
concessions would, I submit, run counter to such a 
plan for the future, 

I repeat that ‘the foregoing observations are predi- 
cated soley on the consfaeration of the local aspects 
of the problem and of course on the assumption that 
the California Arabian Standard 011 Company as now 
constituted is capable of satisfying the requirements 
as to their production, In addition to the objections 


Enumerated 


4 
| uG 
~3-, #1327, July 27, 9 deme, (SECTION TWO) from Cairo, 


y 


enumerated I can foresee also serious complications in 
the transfer of the a to direct 7 
United States Government control both in relation to 
Saudi Arabia itself as well as to other governments 
whose suspicions might be aroused thereby, On the 
basis of the foregoing, therefore, I believe that 
unleee it can be clearly catablished that the preeent 
situation is actually impeding the immediate prost= 
cution of the war, no (repgat no) steps should be 
taken to alter the status of Casoc insofar as its 
identity in Saudi Arabia is concerned. 

(END OF MESSAGE) 

KIRK 
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| s AMERICAN LEGATION This cable was sont in cons tdemtial Cote, 


aS CATRO tt sgould by caretaliy paraphrased 
‘ A | being communicated to anyone. 
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&< SECRET FOR THE MINISTER 
| in view of the extreme delicacy of the questions involve 
and the necessity of absolute secrecy in regard thereto, 
please request Colonel Hoskins to refrain entirely from 
any further discussion of the matter referred to in your 


1327,f July 275 9 am. 
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am? <7 1943 rry Owen, local official represent:itive of . 
As ; 


a ee 


prvision & the: Galifornfe Arabian Standard 011 ‘ompany is Leavii .~ 


‘msnrnatioNs dda in the next day or so for the United States. He 





may spend some weeks in Washington, and I have 


» suggested that he call at the Department. No doubt 


n,” you will want to see him, and I imagine that Wallace, 
@ 
Gordon, Leonard and Livesey, or some of them, would © 
, °o 
like to talk to him too. J wili not write to anyone nN 
e 
else about his coming, but wild be grateful if you 1] 
ot 
would steer him around where it would do the greatest % 
good. ~ 
on 
He has good judgement, and in his position he tO 
has an exceptionally good opportunity to keep himself 
informed about financial and other matters in Saudi 
bie 
Arabia, as well as about petroleum affairs. ie 
=a e 
With kindest personal regards, a. 
me VU 
Sincerely, a ~” 
aeenetnamaereel 3 
= | 


Paul Alling, ate eanec ‘ 





Washington. «. a 3 g 
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August 6, 1943 


Dear Jimmy: 
Thank you for your letter of July 25, 1943, regard- 
% ing Garry Owen's visit to the United States. 
We have learned of his impending visit from offi- 
Ciale of the California Arabian Standard O11 Company in 
Washington and arrangements are being made for Mr. Owen 
to see us while he is in this country. 


Sincerely yours, 


¥ The Honorable 
James 3. Moose, Jr., 


ape American Minister Resident 
° ' and Consul, 
fat Jidda. 
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HB 
This telegram mst be FROM coe 
Dated August 135, 1943 






Closely paraphrased be- 
fore being communicated 
to anyone. (SC) Rec'd 4:50 pom. 14fh. 
= BES MENT OF STATE . 
z a = Secretary of eae z\° K ae ‘? 
Reg he $s Washington id Bi ghd enha abe) = Fat 
5 ne = Hoh. Hi kal Tarn sty rie 
3 é = 90, August 13, 9 pem. yor" peeG AUG Ls 1943 , | 
ue yp ay fa, July 26 andf82, August 6, GEPARIMERT 0; STATE | 


For sometime Casoc has had difficult. in securing 
riyals for logalpayrolls and has on various occasions 
resorted to payment or part payment in rupecs 
at rate of 1 rupee to 1 riyal acting with !mowledge 
of local Government and presumably with its assent. 

By a letter dated July 25 the local Government 
demanded full payment in local currency or failing 


that in rupoes or other currency in amounts 


sufficient at bazaar rate to purchase local currency 


yvoi- 3 Bo 


sums due, Acting Minister of Foreign Affairs on 


July 31 asked Legation to intervene in matter but 


orn 


09/2929 ° 3068 


ase 


& 3 
-. 4 4 withdrew request next day. Casoc is, of course, obliged « , 

8 = 1 a ® complye sad ry 
27> & : oa 
Ea] This means that company's local currency ex- g 
ery penditures will nearly double in dollar value now a 

: 7 and henceforth will be at mercy of riyal fluctuations, roy 

"n 

Cou.pany purchases ao 

oq 

” 


-2- #90, August 13, 9 p.m. from Jidda 
Company purchases at rate approximating 100,000 riyals 
per month can no longer be diverted to purchases or , 
rupees and so will tend to aggravate further 
speculative rise of the riyal. 

Company intends to recapture part of its labor 
payments through company retail stores, 

This situation might be borne in mind when 
and if the U.S. Government begins supplving local 

Government with silver. 


REPEATED TO CAIRO, 


MOOSE. 
MRM 


PARAPHRASE OF TELEGRAM RECEIVED 


FROM; AMERICAN LEGATION, Jidda 

TO: Secretary of State, Washington. 
DATED: August 13, 1943, 9 p.m. 

NUMBER: 90 


Please refer to my letters 72 and 82 of July 26 
and August 6, 1943. 


CASOC has for sometime had trouble securing riyals 
for the local payrolls. Acting with the knowledge, and 
presumably with the assent of the local Government, it 
hes resorted to payment, or at least partial payment, in 
rupees at the rate of one rupee to one riyal on various 
occasions. 


The local Government, in a letter dated July 25, 
demanded full payment in local currency, or if this 
failed, to pay in rupees or other currency in sufficient 
amounts at bazaar rate to buy the local currency sums 
owed. On July 31, the Acting Foreign Affairs Minister 
asked the Legation to intervene, but the next day withdrew 
his reauest. Of course CASOC must comply with hie recuest. 


The company's local currency expenditures will now 
be nearly double in dollar value, and will be at the 
mercy of fluctuations of the riyal. No longer can 
company purchases at a rate of about 100,000 riyals a 
month be diverted to buying rupees. Thus the rise of 
the riyal will tend to be aggravated even more. 


Through its retail stores, the company intends to 
regain vart of its labor payments. 


It is suggested that this situation be remembered 
when, end if, the United States Government begins sending 
silver to the local Government. 


The foregoing has elso been telegraphed to Cairo. 


MOOSE. 


FD: FL: EKS 
8/18/43 


In reply refer to 
FD 390 7. 6363/e0 


August 18, 1943 


The Secretary of State presents his compliments to 
the Honorable the Secretary of the Treasury and encloses 
a para ee of a telegram, no. 90 dated August 135, 9 p.m., 
from the American Minister at Jidda regarding payroll 
Gunter as of the California-Arabian Standard 011 


any in connection with the shortage of currency in 
Saudi Arabia. 


Encleseure: 


Paraphrase of telegram 
no, 90 from Jidda, 
August 13, 1943, 
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a 233 . lesing copy 
oP your 1S; r of that date to the President, regarding 
mattér of securing for the American Government oil 
erves in Saudi Arabia. 


Petroleum Reserves Corporation was created by 
Reconstruction Finance Corporation on Jume 30, 1943, pur- 
suant to Section 5d (3) of the RFC Act, as amended. Its 
by-laws state that the Corporation shall have not less 
than five directors nor more than ten. Five Directors 
have been appointed: The Secretaries of State, War, Navy, 
Interior and Commerce. 


/ 
When the President sent me your letter, dated 
June 26, which was also signed by the Secretaries of War, 
Navy and Interior, he stated that he approved the plan 
outlined in your letter to him, but that no further action 
of any kind was to be taken pending further instructions 
from hin. 


When the President has replied to your letter and 
there is to be a meeting of the Board of Directors, I will 
be glad to be advised. 


Sincerely yours, 


tary o Oyo 
Honorable Cordell Hull 
The Secretary of State = 
Washington, D. C. ~~ 
nD 
wo 
o 
> 
w 


\ 


943 
DEPARTMENT Ut s!2°t 

~ REORIVEL 

JUL 1 4 1943 


BY OFFICE OF THE SEGHr ian 


is/e9e9° 34068 


avd/ xX 


STRICTLY CONFIDENTIAL al 










f/ 


~S 
Ss 





nent : 
(SEP 3 ter 
My Xe oMnPhah ag 


Mie 
ONICATIONS nod 


a, oft 

Yo ~ Secretary: 
ee 
u YP 


ok the discussions with representatives of the Standard 011 





August 4, 1943, 


I think you will want to read the attached report on 


. Company of California and the Texas Corporation in regard to 
\ * ¥ the possible acquisition of Government control over Saudi 


Arabian oil property. 


( wy My impressions, as an outcome of these meetings, are 


companies would be so demanding of the Government in its 
a financial terms that we could not put it through. 


(1) That any proposal that would be acceptable to the 


(2) That the obstacles to the deal are along the lines 
which the State Department originally stated, and that the 
original terms favored by the State Department would be far 


more feasible - though of course not giving this Government 


nearly as significant control or assurance, 


(3) That this Department can do nothing further until 
Secretary Ickes, who has assumed charge of the whole dis- 


cussion, determines whether he wants to argue it through 


along the original line, or whether he is prepared to con- 
sider some compromise proposal, I think the companies might 


well be induced to sell the Government a minority of the 


stock on terms that might be acceptable, and also grant them 


some voice in the disposition of reserves, 


I shall indicate these views to Mr, Wirtz today when 


I see him, 


es H. Fear 
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THE SECRETARY OF THE INTERIOR 
WASHINGTON CAN Ea 


SEC io” 


My dear Commodore Carter: 


A copy of your August 1 letter to Dr. Herbert Feis has been handed to me. 
I am completely in accord with your view that further work upon the proposed 
refinery for Saudi Arabia must proceed without delay. As you know, the Petro- 
leum Administration for War (Foreign Division) possesses the preliminary 
designs for such a refinery. These designs represent the culmination of a 
study of refinery projects in various foreign countries from which supplies of 
required petroleum products could be provided by short haul to areas of large 
military consumption. 


Because of its strategic location and of the availability of large quan- 
tities of desirable crude oil, Saudi Arabia appears to be one of the most 


We ing of such areas. 
¢ plementing his discussions with Brigadier General Pyron and yourself, 


Mr. Snodgrass, Associate Director, Foreign Division, Petroleum Administration 
for War, on May 12 submitted a summary of the basic data relating to this 
proposed Saudi Arabian refinery together with a statement of the reasons why 
additional refinery capacity ‘in this area appears to be vitally necessary. 


It is my understanding that the Army-Navy Petroleum Board, in a recent 
report to the joint Chiefs of Staff, included a recommendation for a refinery 
in Saudi Arabia. It is my suggestion that forthwith upon the approval of 
this project by the joint Chiefs of Staff, the Petroleum Administration 
for War be designated by Petroleum Reserves Corporation to receive from the 
Army-Navy Petroleum Board requisite information concerning product requirements 
and to develop and carry into effect specific plane for the completion of the 
project. At the earliest moment I shall present the matter to the Board of 
Directors of the Petroleum Reserves Corporation, but in ell events the project 
should be speeded in every possible manner. 


Sincerely yours, 
(Sgd) HAROLD L. ICKES 


Secretary of the Interior. 


evél 0 TONV 


Commodore A. F. Carter, U.S.N.R., 


icTory| Army-Navy Petroleum Board, 
BUY 


UNITED 
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ARMY-NAVY PETROLEUM BOARD 
ANPB/AFC/dre Room 2830, Navy Building ; 
WASHINGTON, D. C. 


1 August 1943. 


Mr. Herbert Feis, 

Adviser on International Economic Affairs, 
Department of State, : 

Washington, D. C. 


Dear Mr. Feis: 


I am in a rush to get a train, and therefore 
am dictating this note which will be sent to you on ‘Monday 
unsigned. 


Will you be kind enough to remind Secretary 
Ickes that in addition to the matters which you are ex- 
ploring with respect to acquisition of certain properties, 
he also stated that he would take up with the parties con- 
cerned the question of the refinery which, from a strategic 
viewpoint, the Services feel should be carried forward without 
delay. I think we have got to determine very promptly just 
how we are going to handle this refinery, and, of course, as 
you know, Secretary Ickes expressed the view that it should 
be done by the Petroleum Reserves Corporation, If you would 
be kind enough to develop tté subject to what extent you 
think advisable, I shall be obliged. 


If you are still here the first of next week, 
I am looking forward with pleasure to seeing you at that 
time, 


Hastily but sincerely, 


A. F. Carter, 
Commodore, USNR, 
Executive Officer. 
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. ATIONS MAY MEMORANDUM FOR THE FILES 


I have just been informed it was decided to issue 
today the letter of intent in which the Petroleum Reserves 


. Corporation would authorize the California-Arabian Standard 


011 Company to proceed with the construction of a very 

large refinery in Saudi Arabia, This refinery project 

will be undertaken in order to assure adequate supplies 

for operations in the Far East, The letter of intent merely 
authorizes the company to undertake certain expenditures; 
the method of finance, and relationship between the United 
States Government and the Company, are to be determined 

by future negotiation, 


In view of the importance of and interest in the 
project, the question of notification to the Saudi Arabian 
and British Governments presented itself. On the basis of 
discussions held at the last meeting of the Board of Direc- 
tors of the Petroleum Reserves Corporation, and subsequent 
clearance with Mr, Wallace Murray, the following procedure 
has been decided upon: 


¥9/ £9.9° 4068 


(i) That the first notification shall be made to 
Ibn Saud by the representatives of the California-Arabian 
Standard 011 Company in the light of their close and 
satisfactory relationships with Ibn Saud, and the fact 
that the refinery will be constructed under their concession, 
and the fact that they will carry. out the construction, 


(2) Almost immediately thereafter, by instruction 
from the Department, our Legation will similerly discuss 
the project with Ibn Saud, A’ c 
~ ; 
(3) Notification to the British shall be made through 7, © 
the War Petroleum Board, This method was selected as the E 
way most calculated to have the project accepted as a military” == 
project. It will be made clear that in the event the British Gy 
Government wishes to discuss the matter with the oie Depart- {+ 
ment, our doors are open, ew 
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A further meeting.teok place this morning between the 
presidents of the Stasdard 011 Company of California and the 
Texas Corporation, and Secretary Ickes, Mr, Wirtz, and myself, 
in continuation of the discussions looking towards the elab- 
oration of a plan of joint ownership and control of the oil 
companies in Saudi Arabia, The discussions had come to an 
apparent standstill and it was felt essential to try to see 
if they could not be brought to a decisive point, 


The oil company executives stated that part of the 
difficulty was a lack of understanding of what the Government 
aims were. Mr, Ickes said that his remarks would of necessity 
be somewhat impromptu, that they grew out of his responsibiliti 
both as Petroleum Administrator for War and as Secretary 
of the Interior, It was growing apparent to him that the 
drains on our 011 supplies in the United States were so great 
that by the end of the war we should be drawing on foreign 
sources of production. He said that he took a somewhat 
pessimistic view of the outlook for the period after the war; 
he ardently hoped that the United Nations would continue to 
stand together, but had to reckon with the possibility that 
they might not; in that event, the United States might be 
faced with another war in the not too distant future, and he 
wished to emphasize that it Wuld be doubtful whether, at 
that time, American domestic reserves (or even Western Hemis- 
phere reserves available to it) would be sufficient to enable © 
it to fight that war successfully - unless certainly the de : 
reserves were well safeguarded and protected by using, inv 
the meanwhile, foreign supplies. He was therefore led tow 
the conclusion that it was imperative that this Government? 
assure ite control over some large sources of supply, of © 
which the Saudi Arabian was the most promising, and should 
be the most readily available, 
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On the other hand, he stated that in his view the continyed 
safety of the companies’ Saudi Arabian concession might well , 
be in doubt and the ability of the American Government to 
protect it as long as it was a private interest was likefyise 
in doubt. It therefore seemed to the interest of the Company 
and to the national interest that they should enter into a 
combination or partnership, 


‘+ 


io: BP is 


In response to the queries of the o11 company executives, 
he said he was perfectly prepared to have them proceed to be 
able to develop their property for ordinary commercial purposes; 
in response to their attempts to pin him down more closely he 
said that the actual rate of withdrawal and best management of 
the property would of course have to depend somewhat on how 
large the oil resources of Saudi Arabia proved to be, what the 
channels of oil production and distribution were, and what 
the international situation was. 


The o11 company executives stated they hoped it would be 
possible to conduct discussions regarding the erection of 
the 011 refinery in Saudi Arabia apart from a possible deal 
between the Government and the companies having to do with 
the o11 resources, Mr, Ickes stated that the Army-Navy 
Petroleum Board had recommended the construction of that 
large hundred-thousand—barrels-per-day refinery in order to 
serve military needs in the Far East, and had recommended that 
the most favorable spot was Saudi Arabia, However, Mr, Ickes 
stated that he had consulted the Army-Navy Petroleum Board 
and had been advised that if this project can only be carried 
out at the cost of sacrificing the national interest in other 
directions there were other alternatives open. The Army— 
Navy Petroleum Board had furthermore authorized him to continue 
to explore these alternatives with the thought that the necessary 
preparatory steps for the construction of a refinery somewhere 
in the Middle East would go forward in the United States any- 
how; and these were being carried forward in the engineering 
and materials purchasing field, Mr. Ickes said he was there- 
fore not prepared to go ahead with the contract between the 
Government and the companies for the refinery at Saudi Arabia 
until discussions regarding the other deal had been decided 
one way or another, 


The discussion thereafter for quite a while zig-zagged 
back and forth somewhat aimlessly. The company representatives 
reiterated various grounds for hesitation and anxiety. The 
head of the Texas Corporation asked whether the Government 
might find the proposal to acquire one-third of the stock 
acceptable, provided an agreed-on basis of valuation could be 
sought, Mr. Ickes reported that the Government would not find 
such an arrangement acceptable and I supported that judgment, 
Mr, Rogers, the head of the Texas Corporation, made the point 
that perhaps an arrangement could be conceived whereby the 


control 


- dea 


control over the crude produced might be in different pro- 
portions than the control over the stock, and Secretary Ickes 
agreed that this was an approach worth consideration, 


All the Government negotiators reiterated the advisability 
of trying to reach an agreement by trying to state specifically 
on paper what the financial relations betwem the Company and 
the Government would be, and in further agreement between then, 
state what the functions and management and control of the 
present owning companies would be, and what the powers of the 
Government would be, Mr, Ickes repeatedly stated he was willing 
to consider an agreement which would leave the business manage- 
ment of the California-Arabian Standard 011 Company in its 
present hands during the life of the contract. He also turned 
in a common emphasis that in partnership with the Government 
even the commercial prospects of the Company should be greater 
than otherwise, that all the capital that might be needed to 
aseure full development of the property would be available, 
and certainly the joint company should find iteelf able to 
hold its own place commercially, There was some talk in this 
connection of the possible advisability of buiiding a pipeline 
across to the Mediterranean since the oil company executives 
felt that a large postewar market for the Company's production 
would be in existence.in Europe, 


Following upon discussions that had taken place between 
the Government representatives yesterday, Mr. Wirtz finally 
proposed that the solution to the problem might be that there 
should be two classes of stock, A stock, to be issued to the 
present companies, B stock, to be issued to the Government. 


This stock could be issued in proportion to investment; 
up to the amounts necessary to pay off investment, the two 
Classes of stock would share equally in the profits of the 
Company; thereafter there might be a different rate of payment 
of earnings on the two classes of stock, This might be a 
device whereby the Company could get the financial return due 
to it because of the fact that it was at present complete 
owner of the CaliforniaeArabian Standard 011 Company, and 
all its great prospective oil-bearing lands. The company 
executives did not rebut the possibility that some such scheme 
of this kind might be worked out, They did, however, revert 
to the idea that it would be desirable to place some monetary 
valuation on the property now (as apart from the actual company 
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investment in the property) as a guide to determining the 
financial terms. The Government representatives evaded this 
suggestion. 


It was further suggested by Mr, Wirtz that if a plan 
of this type were followed, then the powers of control could 
be held by the A stock, which would be the stock in the possession 
of the company, while condition could be made that in regard to 
certain other matters, directors appointed by the holders of 
the B stock, that is the United States Government, would have 
to approve or would have to have deciding voice. 


Mr. Collier, a@ the Standard 011 Company of California, 
countered with a supposition of a similar character that the 
stock distrilrution plan might be dependent upon the investment 
of the two parties, 


It was finally agreed that certain negotiating repre- 
sentatives of the Government and negotiating representatives 
of the Company should attempt to put down on paper their ideas 
as to the best method and terms and the two sets of proposals 
should then be compared with a view toward seeing what points 
of agreement could be arrived at and whether the others could 
be compromised, That attempt will be begun this afternoon, 

It can be foreseen that among the great points of difficulty 
will be 


(a) The financial terms to be demanded by the company 
because of its view that it should secure reward for the great 
prospective richness of the oil field it now controls - rather 
than merely be repaid for actual investment up to the present. 
In that connection I remarked that I saw the only hope of 
solution was through the formula of differential rate on the 
different classes of stock; that if it became necessary to put 
an actual present financial value on the property in the light 
of the extreme uncertainties that would determine its future 
prospecte and profitability, I felt the task would be welli- 
nigh hopeless, 


Under this approach the relative holdings of the stock 
would of course depend on the outcome of the financial negotia- 
tions, 


(b) The relative powers of the A and B classes of direc- 
tors. 


Throughout the whole discussion both the Secretary of the 


Interior and myself emphasized the fact that if national 
safety made it essential for this Government to secure control 
of sufficient reserves to neet its need in the future, it is 
certain the Government would seek sufficient power, legis- 
lative or otherwise, to saf itself. It also emphasized 
that the ger prospecte of the development of the oil 
resources of area, in combination with the Government 
should be very bright, in view of the high desirability of 
having this country use oil from outside this Hemisphere, 
thereby preserving its situation here, The Secretary of the 
Interior said that if he were “ozar" he would actually 
stockpile in the United States and in all our distant 
possessions vast quantities of oil against an emergency, 
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} Fee Relkes ! 


I hereby submit the report of the second important 
discussion of the o11 companies regarding the possible 
urchase of stock in the California-Arabian Standard 0il1 
ompany. Would you kindly advise me as to whether you 
believe I should, in the name of the Department, be taking 
any firmer position or more active role in thesé discussions, 
the development of which I am leaving predominantly to 


Secretary Ickes and his representative, Mr. Wirtz, 2 
My own conclusions at this stage of the discussions e) 
are: nN 
e 
(a) It will be impossible to secure a controlling 0) 
ownership on satisfactory terms. - 
(bo) That it would be useless and undesirable to Ol 
secure a minority ownership. a 
(c) That the discussions might so evolve that an 0) 
agreement could be reached on an even 50-50 basis, and that 
the next stage of discussion is likely to be an attempt to 
reach an agreement on that basis, 
(ad) That certainly preferable to a minority ownership 
arrangement would be a series of contractual relations with 
the Government assuring 011 deliveries on a preferential 
basis and for complete repayment of Government expenditures 
on the refinery. ’ 
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DEPARTMENT OF STATE 


ADVISER ON 
INTERNATIONAL ECONOMIC AFFAIRS 


September 9, 1943, 


Mr. Secretary: 


The negotiations with the executives of the Standard 
O11 Company of California and the Texas Company for the pur- 
chase of stock in the California-Arabian Standard 011 Company, 
owner of the concession in Saudi Arabia, were resumed yesterday 
at 2:50 in the afternoon, 


Mr. Wirtz (former Under Secretary of the Interior and 
chief negotiator); the present Under Secretary of the Interior, 
Mr. Fortas; Mr, Kline, General Counsel; and myself met with the 
Secretary of the Interior before the meeting to exchange views 
and receive instructions, On the basis of reporte received, 
the Secretary of the Interior accepted the fact that it would 
be quite impossible to persuade the companies to sell 100 per- ; 
cent of the stock of thie enterprise to the Government. It tpt, 
was decided to inform them that on the basis of discussions, real 
the Government was willing to modify its position and acquire ‘-~__ 
merely a “controlling interest", This is in accord with the “ 
conversations the Secretary of the Interior had with the Presi- ~* 
dent and a decision made at the meeting of the Board of Direc- ~° 


tors of the Petroleum Reserve Company. ect 
Secretary Ickes was informed that the letter of intent = 
to build the large refinery at Saudi Arabia had been issued « 


to the companies, which were proceeding with all expedition 
with plane for the purchase of materials, The Government's 
letter of intent stated that the question of future ownership 
of this refinery, the estimated cost of which is in the 
neighborhood of $120,000 ,000, most of which will have to be 
advanced by the Government,must be decided later, The Company 
said that it had to consult ite lawyers on this point, and 

4t would have to reply in such a way as to protect the Company 
from any possible accusation on the part of Ibn Saud that 
they had breached the concession; under this concession, which 
authorized them to proceed to build a refinery, they were 
obligated not to tranefer any of their property without 
notifying Ibn Saud, 


The refinery is being built on the urgent recommendation 
of the Army and Navy Petroleum Board, and the necessity of 
proceeding with it pute the companies in a very strong position 


in 


— oo 


in their dealings with the Government. 


It was decided at this preliminary meeting that it 
might be useful to explore the possibility of an arrangement 
with some other American interest having importent 011 prop- 
erties in the Middle East,and Secretary Ickes decided to 
invite the head of the Gulf 011 Company to come to Washington 
at once to discuss with him the possibility of proceeding with 
the large field that the Gulf Company owns jointly with the 
Anglo-Iranian Company in Kuweit. 


At the afternoon meeting, the Companies were represented 
by their presidents and main counsel. The heads of both the 
Standard 011 Company of California and Texas Company stated 
that they wished to report they had not been able to adhere 
strictly to the request of the Secretary of the Interior that 
these discussions be kept secret within certain of those par- 
ticipating in them, Their movements were of course known 
to their colleagues, and in addition, in the case of the 
Texas Company, one of the other directors had learned from 
some outside channel what the subjects of discussion were. 

For this reason both company presidents said they had had to 
disclose to some of their directors the proposal that the 
Government had made to them and the course that the discussions 
had taken, It was to be anticipated therefore that before very 
long there will be some publicity about the whole matter. 


Mr. Wirtz opened the discussion by informing the companies 
that after listening to the companies' views and arguments, 
the Government was prepared to modify its proposal substantially 
and also believed that he could satisfy the companies as re- 
gards some of the main causes of their hesitation and doubt. 
He said that the Government accepted the fact that the companies 
did not wish to retire from full and active operation in the 
Middle Eastern area, and therefore the Petroleum Reserves 
Corporation would be willing to proceed not by seeking 100 
percent stock ownership of the California-Arabian Standard 011 
Company, but merely a controlling ownership; in other words, 
it was proposing a thoroughgoing partnership with the Company. 
He said, further, that the Government was ready to leave the 
operation of the properties in the hands of the present Company, 
and also to give assurances that any reasonable business plans 
of the Standard 011 Company of California and the Texas Company 
to be sure that the amount of o1l1 to be made available to 
them from the Saudi Arabia fields would be enough to enable 
them to carry out their business in the Middle and Far East. 


The 
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The ensuing discussion went on for over two hours. The 
Company officials again emphasized the difficulty of setting 
any price for the stock (either all of it or controlling 
interest), Its ultimate value would of course depend upon 
the size of the reserves in the ground, the costs of their 
extraction, the business hazards that might arise; they 
therefore presented the question of valuation as of the ut- 
most difficulty and the utmost room for honest immense 
differences in judgment; for that reason they thought it 
would be difficult if not impossible to settle upon a price 
for which they could secure the consent and support of their 
stockholders, and which at the same time not be too harshly 
criticized in Congress or elsewhere, They reiterated the 
immense amount of funds involved, 


Mr. Wirtz responded that he agreed that whatever price 
arrangement might be made was certain to be vigorously criticized 
from ail directions, but that he felt it possible to reach one 
that could be successfully defended against criticiem, He 
said afterwards he had the feeling that the companies, at 
least the Texas Company, were trying to enter discussions on 
this question of price and he was desirous of avoiding that 
until and unless the question of basic relationship was 
determined, 


The Company officials then stated that while they did 
not wish yesterday to give any definite anewer and probably 
would not be able to give a definite answer before consulting 
their Boards of Directors, they did not think it would be 
possible to offer the Government a controiiing interest in 
the stock, Besides the difficulty of ascertaining a fair 
price, they said they were worried over many other possible 
consequences of such an arrangement, and in the course of 
the discussion they manifested a great variety of doubts and 
objections, They said that if the Government had a controiiing 
interest and they were a subordinate partner, their position 
might be extremely unsatisfactory. They said they feared 
possible hostile attitude on the part of Ibn Saud, They 
said that they felt their possibilities of securing oil cone 
cessions elsewhere throughout the world would be prejudiced, 
Mr, Rogers, President of the Texas Company, said he was 
worried over the effects of such a deal on our relations 
with the British and the Russians, 


As 
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As the discussion developed, the Company officials 

gave repeated though far from definite indications that : 
they might well be ready to consider the sale of a mino 
stock ownership to the Government. The officials of the 
Texas Company showed plainly that they doubted even the wisdom 
or usefulness of that course, Mr. Wirtz repeatedly emphasized 
the fact that in the not too distant past that concession 
with its prospectively huge quantities of reserves, had 
seemed to be imperiled —- first and most seriously from the 
Axis conquest of the Middle East, and more recentiy, by 
possibilities of local disturbance or of unfriendly influence 
that would make a questionable position of their power to 
develop the concession, He pointed out that the continued 
assurance of safety for the concession lay in having the 
support of the American Government and that if the enterprise 
remained a purely private enterprise, it would always be 
doubtful how firmly the American Government could act or 
justly should act, The companies took the point of view that 
they had the right to protection just as an American interest, 
Mr, Wirtz stated that the Government felt it was its respone 
sibility to see that no risk existed, that these reserves 
were of so great potential importance to our whole economic 
security they could not be lost, Mr. Wirtz also emphasized 
the possible benefits to the companies even in the marketing 
and distribution field of partnership with the Government. 


Since from time to time the Company officials referred 
to their original view that the Government's purposes could 
be secured by an arrangement whereby the companies would 
undertake to provide the Government with o11 upon request, 
I asked them whether they would further define this possible 
course of action, The ensuing discussion brought out that 
the companies auld not put aside fixed quantities in the 
ground to be designated as reserves of the American Govern- 
ment, or if they could, that would not be a conclusive action. 
What they proposed would appear to be simply a sales contract 
running over a period of years, such as they might offer to 
Hny other customer, though quite possibly on much better price 
terms, and on a preferential basis whereby the American Gov~ 
ernment would be assured deliveries ahead of any other customer, 


Mr, Wirtz remarked as regards the offer to designate 
reserves in the ground he understood the Gompany felt that 


even 
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even under the most favorable circumstances, it would not 
be possible for them during the life of the concession, to 
withdraw from the ground all the o11 that was therein, and 
therefore thé offer to set aside a certain amount for the 
American Government was merely an offer to let us have oil 
for which otherwise they could see no disposition, 


Towards the end of the discussion, the quéstion of the 
refinery was brought up. Mr. Wirtz asked the question of 
whether protraction of discussion over the letter of intent 
was in any way delaying the planning for and the acquisition 
of materials for the refinery, and the Company officials said 
it was in no way delaying that work, which was being carried 
forward with all possible speed. They said that according 
to their estimates, the construction of the refinery would 
require the movement to Saudi Arabia of 2500 American mechanics, 
and the employment of 2,000 workmen, and includes, I believe, 
the necessity of building new housing and a wholly new settle- 
ment, with expenses of some $8,000,000, The Company officials 
stated they were planning to proceed with this refinery and 
that they had gone forward on the supposition that they would 
be the sole and complete owners, which in their view was 
compulsory under the concession unless they consulted Ibn 
Saud and secured his consent. They said they were prepared 
to accept an undertaking to repay all the Government finan- 
Cial advances even though they, if left to themselves, would 
have constructed a much smaller refinery; they said that in 
the light of the fact that the increase of production and 
distribution that they anticipated would be gradual, and re- 
payments to the Government would of course have to be gradual 
and prlonged over a long period of years as they used the 
refinery to make oil products which they sold. 


Mr, Wirtz and Mr, Kline stated that this refinery was 
the largest refinery project in foreign lands the American 
Government had ever undertaken, and it was the feeling of 
the Government that it ought to have an unusual interest in 
it, and that relations between the Government and the Company 
in the refinery could best be settled as part of or in rela- 
tion with the deal having to do with the concession itself, 
This matter was left in this indefinite state for further 
negotiation, 


The Company officials said that they desired to discuss 


the 


o~ 6 = ae 
a) 


the matter further among themselves in the evening, and would 
then decide whether they thought there was any use in resuming 
discussion today, in which case another meeting could be 
arranged, They felt that quite possibly there would be no 
further use in an immediate meeting until and unless they could 
consult their Boards of Directors, 


After the meeting I stayed for a short further talk with 
Mr, Wirtz and Mr. Kline, We all agreed that the acquisition 
of a ownership of the stock of the California- 
Arabian Standard 011 Company would be pointless; it would 
involve the offer of a large expenditure, involve usf in all 
questions of domestic and international politics, and in 
reality give us no eventual control. We agreed that if it 
were not possible to secure controlling ownership, the preferable 
course would be to get as far-reaching a contractual arrangement 
with the Company for the future supply of 011 as might be possible 
and as thoroughgoing an arrangement for repayment of expenses 
of refinery construction as might be poseible, 


This certainly represents my views, as I believe they 
have largely represented the views of the Department of State 
from the beginning of the discussions, 
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Mr, Wirtz and Mr. Kline informed me this morning of 
the course of discussions held by them with the executives 
of the Standard 011 Company of California and the Texas Cor- 
poration subsequent to those discussions already reported to 


you: 


" (1) Yesterday these executives stated that they 414 not 
feel they could recommend to their Board of Directors the 

sale of majority stock ownership to the Government. They 

did indicate, however, that they would be willing to recommend 
to their boards the sale of one-third of the stock of the 
California~Arabian Standard 011 Company, which would mean 

that the Standard 011 Company of California and the Texas 
Corporation and the United States Government would each own 
one-third of the stock, 


0 
o 
Mr. Wirtz endeavored to secure their judgment and atti- 2 

tude as regards the possibility of acquiring an -even half ie 
of the stock of the California~Arabian Standard 011 Company, Oo 
that is, 50 percent, (He received no definite response. Ol 

In his judgment, it was hot received unfavorably by the 

President of the Texas Corporation, ) 9 
Bie 
0) 
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The question of what price the Government would pay 
either. for a minority or for an equal 50 percent remains 
entirely undetermined, It probably could become related to 
the prospective Government expenditure on refinery and pipe- 
lines, 


The decision therefore now before the Petroleum Reservas 
Corporation is whether to 


(a) Maintain negotiations with a view to Te 
securing majority control, or 


(b) Endeavor to reach a settlement on the 
“control basis", or 


(c) Accept minority stock position, ay 


revert to the idea of merely negotiating with the ee 
Companies a contract for Government purchase of oil 

(which presumably would tie in with the refinery r 
construction project). - 


Mr. Wirtz 


y 
(4) Change .the basis of discussion so as to ta 
Tl 
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Mr, Wirtz and Mr. Kline both agree that, while with 
the utmost exertion of Government influence and pressure 
it might still be possible to secure a majority stock position, 
in all probability the end could only be obtained by paying 
a very much higher price for the stock obtained and by making 
many other concessions; there is every reason to believe also 
that the negotiations that would be required to achieve this 
end would be long-strung-out. 


The matter was left in suspense since Secretary Ickes 
wished to discuss it with the full Board of the Petroleum 
Reserves Corporation, and no renewal of the discussions with 


the oil company representatives is planned until some time 
next week, 


(2) Meanwhile, the preparatory plans for the construc- 
tion of the refinery are proceeding. In the event that a 
deal for stock transfer is reached, unquestionably the matter 
of the financing of the refinery and the question of title 
will be decided as part of that deal, If no deal is reached 
for stock purchase, it will become necessary to work out a 
contract for financing the refinery construction, which will 
involve among other matters decisions on two points: 
(a) terms of repayment of Government advances for refinery 
construction; (b) the question of title to the refinery. These 
matters also are being kept in suspense pending the renewal 
of discussions, The exchange of letters between the Petroleum 
Reserves Corporation and the oil companies which authorizes 
them to proceed with the plans for refinery construction 
leaves these matters for future decision, 

Because of 

(3) :/ . the necessity of proceeding to secure materials 
for refinery construction and the almost complete certainty 
that word of these discussions will soon become a matter of 
public knowledge, it was agreed that arrangements should be 
promptly made to inform Ibn Saud and the British Government of 
our intention to proceed with the refinery. The procedure 
contemplated on which agreement will be sought with the Presi- 
dent of the California-Arabian Standard 011 Company today is 
that: 


(a) He wiil instruct his representative in 
Saudi Arabia to inform Ibn Saud of the refinery 
project, stating that the Company is planning to 
construct it under the terms of the concession, 


and 
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and the question of financing of the refinery and 
relationship between the Government and the Company 
in the refinery project is still a matter of dis- 
cussion, : 


(bo) Very promptly thereafter our Minister 
Resident in Jidda will convey the same informtion 
to Ibn Saud, 


(c) The British Government wiil be informally 
advised of the underteking by the Petroleum Admin-~- 
istrator for War through the British Petroleum Rep- 
resentative in the United States. 


All effort should be made in all these notifications to 


presé... the refinery project as an essential construction 
project undertaken to carry out military activities. 


W. ves 
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Reference is made to your inquiry as to the probable 
reasons Mr. Drake of the Gulf 011 Corporation desires to 
see the Secretary at 11:45 Thursday, September 16. 


It is assumed, (but this is only an assumption), that 
Mr. Drake wishes to discuss the situation in which Gulf 
now finds itself as the result of an arr ement which it 
made a number of years ago with the Anglo-Iranian 011 Com 
pany regarding marketing activities. riefly, the situa- 
tion is as follows: 


: Gulf shares the Kuwait concession with Anglo-Iranian 


At the time the two companies undertook to participate in 
the development of the concession Gulf agreed with Anglo- 
Iranian not to market its products in Anglo-Iranian's 
marketing area in the Near East, as well as in India. 

In view of wartime needs for petroleum products, Gulf 
desires to start producing in Kuwait; however, it does 
not feel that it can produce if it cannot market its 
products in the Near East. Recently Gulf representa- 
tives went to London to request Anglo-Iranian to revise 
these marketing terms contained in the agreement. Anglo- 
Iranian informed the Gulf representatives that it had 
entered into the agreement with Gulf in good faith and 
was not prepared to revise the terms thereof. Anglo- 
Iranian officials told the Gulf representatives that 

they were not willing to negotiate for a revision on a 
company-to-company basis but considered that this matter 
wae one to be taken up officially by the Government of 
the United States with the British Government. As a 
result of informal conversations with Gulf officials on 
the subject recently, it has been ascertained that Gulf 
intends to ask the Department to negotiate on its behalf 


with the British Government. 
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nel Dr; e of the Gulf 011 Company 
onséquence of a visit he made to 
Washington last week a Secretary Ickes' request. 


I surmise that ° 
is calling upon you ad@\a 


As the reporte I have sent you of the negotiations with 
the California and Texas companies regarding Government 
participation in the Saudi Arabian properties show, diffi- 
culties are being encountered, The Government is deferring 
even the final determination that the big new refinery 
(needed for military purposes in the Far East) should be 
established in Saudi Arabia, which is the location favored 
by the Army-Navy Petroleum Board, until it has seen whether 
the other negotiations with the two companies can succeed, 
Under the circumstances it was thought advisable (and I 
agree) that alternatives should be explored, The Gulf 011 
Company holds a 50 percent interest in a concession in 
another part of the Arabian Peninsula, the Sheikdom of 
Kuweit, The other 50 percent is wanted by the Anglo-Iranian 
O11 Company in which the British Government has the determin- 
ing interest. 


This field is also concluded to be an extremely rich 
field, However, in order to secure this half share, the ,., 
Gulf O11 Company was compelled to promise the Anglo-Iraniam 
O11 Company that it would not market its share of the crudé’ E 
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in any area served by the Anglo-Iranian 011 Company. The 

Gulf O11 Company recently, through a special representativa. 
sent to London, endeavored to get itself liberated from th 
condition, but failed, = 


Secretary Ickes asked Colonel Drake whether the Company 
would be in a position to proceed with the construction of 
a refinery in Kuweit and the corresponding development of its 
field to supply the products for the refinery. This proposal, 
to repeat, is put forward in one sense as a possible alterna- 
tive to the Saudi Arabian project, and in another sense is 
a possible means of making the California and the Texas 
companies more amenable to a reasonable adjustment with the 
Government. 


Colonel 
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Colonel Drake gave no definite reply to Secretary Ickes, 


I therefore surmise that his coming in to speak to you 
is about , 


(1) The possibility of the American Government using 
ite influence with the British Government to have the Anglo- 
Iranian 011 Company release it from its limiting obligation - 
either in connection with a deal with the United States Gov- 
ernment of the type outlined above, or even in the absence 
of such a deal, 


(2) To ascertain whether you are advised of the pro- 
posal whereby the American Government would acquire a par- 
ticipation in the Gulf O%%'s concession at Kuweit and the 
rest of the progran. 


I think if the Gulf 011 Company wished to sell the 
Government a participation in is property, the view might 
be maintained that prospective production is for use in 
the military effort in the Far East, and hence was not fore 
bidden by the prdsent agreement between the Gulf O11 and 
the Anglo-Iranian Company. However, in view of the fact 
that the Sheik of Kuweit is under treaty obligation to 
follow the advice of the British Government in all matters 
of foreign relations, and since this would probably be so 
construed, there is little doubt that to carry through the 
project would require a consultation with the British Gov- 
ernment anyhow and their consent. In fact, in the light 
of the British Government's interest in the Anglo-Iranian 
O11 Company, if this proposal ever worked out, it would 
basically require an Anglo-American understanding, if not 
definite agreement, 


All branches of the Government believe the Saudi 
Arabian project would serve our purposes better and the 
negotiations for that took a somewhat more hopeful turn 
yesterday afternoon, 


In addition to the specific negotiations, our Petroleum 
Committee has developed and will pass finally this afternoon 
on the draft of a possible agreement with the British Govern- 
ment covering the whole Middle Eastern oil area for submission 
to you, 
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I am pleased to repdrt that there now seems a good 
prospect that agreement may be reached between the Govern- 
ment and the California and Texas companies for the creation 
of a partnership in the operation of the Saudi Arsbian oil 
fields. 


The main features of the arrangement on which the two 
sides seem to be drawing together are as follows: 


(1) .One-third of the common stock should be trans-— 
ferred to the United States Government, for which the United 
States Government would pay into the Treasury one-half of 
present actual calculated investment (this amount would 
be in the neighborhood of $20,000,000). This would mean that 
the Standard 011 Company of California, the Texas Company, 
and the Petroleum Reserves Corporation, would each own one- 
third of the common stock, : 

(2) The Government would provide the funds required 
for the large refinery to be constructed in Saudi Arabia 
on the recommendation of the Army and Navy, for which it 
would receive preferred stock on the investment - stock 
which is to be amortized out of earnings, 
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Since the refinery in question is far greater than 
would be constructed for commercial reasons, and since there 
is much doubt that parts of it will be needed once the war 
is over, it is agreed that the formula must be found whereby 
a discount can be made for this part of the investment that 
will prove only to have served a military use, Various 
alternative formulas are being studied at this point, but 
no solution has been found, 


(3) The Government will receive representation on 
the Board of Directors, 


(4) There will be an agreement between the Government 
and the companies in which there will be set forth those 


matters 
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matters (a) on which the Government directors shall have a 
decisive voice, (b) those matters on which company policy 
shall be subject to the approval of the Government. 


Much headway has been made in drafting this agreement. 


The company negotiators are returning to consult their 
top executive officials at once and discussions will be 
resumed Tuesday morning. I believe it not unlikely that 
Secretary Ickes will call..a meeting of the Petroleum Reserves 
Corporation for Monday morning in order to get authority 
to close an arrangement roughly along the preceding lines. 

—_ 


HH. Ses 


P.S. The company has intended for some time past to change 


ite name from the Celifornia-Arabian Standard 011 Company to 
the American-Arabian Company. It is now planned in the event 
that the deal goes through to change thé name simultaneously. 


I suggested that this particular name, American-Arabian 
Company, might be unfavorably received by Ibn Saud, The 
Company representatives reported they thought otherwise on 
the basis of local information. I suggested also its selection 
would have to be weighed in the light of possible reaction 
in Latin America end Russia. 


I said I would refer the question to you in order to 
receive your impression and instruction. 


You will remember that the big company in which the 


British Government operates is known as the Anglo-Iranian 
Company. 
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MEMORANDUM FOR THE FILES 


In the light of the NEW YORK TIMES story, it became 
evident that it would be advisable to make preliminary 
notification to the Saudi Arabian Government of the refinery 
plan and also of the fact that discussions were going on 
between the American Government and the oil companies look- 
ing towards the participation of the American Government in 
the ownership of the California Arabian Standard 011 Company. 
Mr. Kline called on me last evening on behalf of Mr. Ickes 
and gave me the attached note. We agreed that it had now 
become advisable to permit Mr. Davies, the head of the 
Galifornia-Arabian Company, informally to confirm to the 
two Arabian Princes now in New York the story as already 
printed in the NEW YORK TIMES and also to permit him to 
authorize his representative in Saudi Arabia to convey 
similar information to Ibn Saud. 


Mr. Davies telephoned me this morning the text of the 
message that he proposed to send to his representative in 
Saudi Arabia and since it was in accord with what had already 
been discussed between the State Department and the Petroleum 
Reserves Corporation and cleared with the Near Eastern 
Division, I informed him there was no objection to the 
transmission of the message. 


Mr, Kline and I discussed the text of the cable to be 
sent to the American Minister in Saudi Arabia. We prepared 
a draft, I informed Mr, Kline that I needed the advice and 
decision of the Near Eastern Division as to procedure and 
would submit the draft to them, which I have done this morning. 
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In order to advance the refinery construction project 
and decide on plans for the increased supply of oil in the 
Near East, Mr. Snodgrass of the Petroleum Administration for 
War stated this morning that it would be highly helpful to 
him if he could advise the British representatives on their 
Petroleum Committee of the intended Saudi Arabian refinery 
project. I said I could see no objection thereto, under the 


circumstances. 
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My dear Dr. Feis: 


Confirming Mr. Kline's statement to you today, I am of 
the opinion that the Saudi Arab Government should be informed 
that the United States Goverment is making plans for the 
erection of a large refinery in the Middle East and that we 
have been discussing the matter with representatives of the 
California Arabian Standard Oil Company for the purpose of 
locating this refinery in Saudi Arabia. 


The message which you and Mr. Davies discussed as being 
appropriate to be sent Mr. Ohliger of the California Arabian 
Standard Oi1 Company is satisfactory to me providing it meets 
with your approval and I suggest that the thought be added that 
the Company is acting pursuant to the request of the United 
States Government. 


Sincerely yours, 
PETROLEUM RESERVES CORPORATION 


ww Perot © Cao 


Dr. Herbert Feis 
Adviser on International Economic Affairs 
State Department 
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F. ¥. Ohliger : 
California Arabian Standard 011 Company 

Dhahran, Saudi Arabia 

Kindly inform Hie Majesty King Ibn Saud that in accordance 
with the teres ef its concession California Arabian Standard 


H Tediegt of the Uni ted States Ggrernnent 


sized refinery in Eastern Saudia Arabia and appreciating His 





Majesty's great interest in such projects that we are anxious 
to pass the news on to him without délay and that when finel 
details such as size! and location are decided upon and as 
soon as we are certain that the necessary materials will iy 
made available we will inform him further. 


F. A. Davies 
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" This is the memorandum which I passed on 


. to Mr, Kline suggesting that the question of 


spe Pred Oy yo pro- 


posal which the Company is to submit’ to the 
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Government as the basis for the arrangement for 


Government participation in the Saudi Arabiany 





oil .properties be submitted to the President .@ 


I did this because of uncertainty as to the oO 





bearing of the particular claus giving the Cobh 


ernment prior right to 50 percent of the oil - 





under the Atlantic Charter - after discussion, 
with Mr. Alling and Mr, Hawkins, 


4: Fel 


( Bieber Boasnarta 
Conporation 2 








EA: HF : LWW 





CH 





COPY October 1, 1945. 


Article IV of the Atlantic Charter reade cy eels 
"Fourth, they will endeavor, with due respect for 
their existing obligations, to further the enjoyment 

by all States, great or small, victor or vanquished, 

of access, on equal terms, to the trade and to the raw 

materials of the world which are needed for their 

economic prosperity; " 

It might be argued that the acquisition by this 
Government of a prior right to buy during ordinary times 
so large a share (51%) of production places us in a privileged 
position as compared to other countries and there is a violation 
of the underlying purpose even though not the letter of the 
Atlantic Charter. Presumably any assistance or violation on 
our part could be used by other countries as reason for 
violation on their part, 

The question is raised as to whether, considering 
the position to be attained by the Government, this 
provision is necessary? 

The Department suggests that in view of the importance 
of the question it might be advisable to refer it to the 
President. 

In the event that it is decided to retain it, the 


phraseology should be carefully studied, 


EA: HF: GH 





he 


n ee. 
NA 8 


» 


\o 


ry 
oy 


! 
' 
' 
i) 
‘ 
' 
1 
, 
‘ 
t 
' 
‘ 
‘ 
' 


iy 4 F ™ i 
it :. a 
»¢ PREPARING OFFICE BE TRANSMITTED 


(© WALL INDICATE WHETHER 


; : SECRET 
ae, (tat ce TELEGRAM SENT 284 CONFIDENTIAL 
Night letter aaa sini 
— Deparhuent of State anc 
Night ete Washington, 
en October 9, 1943. 


a 
AMERICAN LEGATION, 


JIDDA (SAUDI ARABIA) 
ag F 


In order to assure adequate supply of petroleum pro- 
duction for possible military operations in the Far East, 
the United States Government has decided to proceed with 
the erection of a large refinery in the Middle East. The 
location of this refinery has not yet been finally decided, 
however, this Government is now in discussion with repre- 
sentatives of the California-Arabian Standard 011 Company 
with a view tovwgmé possibly locating this refinery in 
Saudi Arabia. It might be a very large project and its 
operation should add greatly to the revenue of Saudi Arabia. 
If agreement is reached, the undertaking will be in accord- 
ance with terms of the concession and the refinery will be 
erected and operated by the California-Arabia Company in 
accordance with that concession. 

The California-Arabian 011 Company is, we believe, 
advising the Arabian Princes of this project and plans to 
instruct its representative in Saudi Arabia to convey this 


information to the Saudi Arabian Government, Will you kindly 
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immediately get in touch with that representative and make 
suitable arrangements whereunder you would inform Ibn Saud 
of this matter at the earliest opportunity after the Company 


representative has done so, Such an opportunity might occur 


hw Royces 
i when with General Reye's mission you visit Riyadh as suggested 


in the Legation's 155, October 7, noon. 

You may also inform Ibn Saud that arising ouf of and in 
connection with this large refinery project, which will in- 
volve large scale Government financing, in one form or another, 
the Government is also talking with companies that own California- 
Arabian 011 Company of the possibility of securing a partici- 
pation in the California-Arabian Company such as might protect 
the public interests in this Government investment. These 
discussions have not ye&it reached definite conclusion, 

If for any reason this instruction is not, in your judgment, 
a satisfactory way of bringing the matter before Ibn Saud, you 
are authorized to delay action and immediately communicate your 


suggestions and views as to how this project should be handled 


to the Department. Huth 
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DRAFT 


res October 8, 1943, 
AMERICAN ol 


JIDDA (SAUDI ARABIA) 





In order to assure adequate supply of petroleum 


production for possible military operations in the Far 


é 


East, the United States Government has decided to proceed 
with the erection of a large refinery in the Middle East, 
The location of this refinery has not yet been finally 


4 


decided, however this Government is now in discussion with 


representatives of the California-Arabian Standard 0il 


ot n's 1S Oct 2 nseom. 


Company with a view toward possibly locating this refinery 
in Saudi Arabia, It might be a very large project and its 
operation should add greatly to the revenue of Saudi Arabia, 
If agreement is reached, the undertaking will be in accord- 
ance with terms of the concession and the refinery will be 
erected and operated by the California-Arabia Company in 


accordance with that concession, 


a an 


e 


The California-Arabia Oil Company is, we believe, 


q 


advising the Arabian Princes of this project and plans to 


+ 
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instruct its representative in Saudi Arabia to convey this 
information to the Saudi Arabian Government. Will you kindly 
immediately get in touch with that representative and make 


d 


suitable arrangements whereunder you would inform Iba Saud 
ee 2 
of this matter after the Company representative ' 


has done so, Sut en ) he eae fra eae" 
ays. n obo w: da in fore Sound with tyis large re- 

finery project which will involve enlarge Government Ye Fprrcueting 

—veegpert, in one form or another, the Government is also 

talking with companies that own California-Arabian 011 Company 
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of the possibility of securing a participation in the 
California-Arabia Company such as might protect the public 


interests 
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a shtisfactory way of bringing the matter before Ibn Saud, 
you are authorized to delay action and immediately communi- 





cate your eugeestions and Views as to how this project 
should be handled to the Department, 
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A-210, October 13, 10 a.m, “wf 
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In roundup of newer on Arat affaire including in- 
auguration of Arab union'‘convereatione between Nahar 


and Yaceine announcement ef decision to cetablish 
Saudi I tees Legation in Washington and tour of 









& 
obeerved that United tee eerie every effort to 
develop 011 sources abroad; that Saudi Arabian o11 prow 
duetion capable of increase} that reretricted production 
owing lack of machinery which United States not pre» 
pared to furnish; that important chengee in this ree 
gard poseible; and that Iraq Petroleum Company and 
Anglo-Iranian 011 Company particularly intereeted in 
Saudi Arabian oil production, 


On October 8th el Bus Cla carried item ettributed 
to Washington correspondent of New poe 7 ee reporting 
American Government epg with ornia 

Arabian Stendard O11 Company w with view to joint ex- 
ploitation of o11 fielde in Saudi Arabia, 
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Washington, 
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te that a new empharie ie be 
tfer by Britieh and that they fave in particular 
loped a sudden intereet im extent and statues of 
dean 011 coneesstons im'thattcountry, This devel~ 
nt may possibly be merely an aberrant reflection of 
Ginated Anglo-American plana for o11 development 
his area along lines of Department's deepatch no. 
4h, September 168, 1943, regarding 011 produetion in 

FZ t but in any event normal busineesr precaution 

ad suggest advisability of checking 01] conceeeion 
eatuation in Saudi Arabia with view to aseuring that 
__ appropriate safeguarde have or will be taken. 


7) 
etober 6, 1 p.m. and 1831, ‘October 13, 


In addition to public etatemente regarding Saudi 
Arabian o11 reported in my telegrams under reference 
certain mention thereof hae also been made to me 
privately by high Britieh offi ee which might ine 
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AMERICAN LEGATION, ee Seen m co 90 ee 


CAIRO, EGYPT, pe rare ee ae ~~ oa 
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It would be appreciated if you would amplify the 
LEGO Vi GIESBf) > 
suggestion made in your A-21l, Oct 


47 regarding the advisability of checking Saudi Arabian 


_ 


be 011 conoession situation in order to acquaint us more 
of 
44 


fully with what you have in mind in that regard, 
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a (Wer Navy and Interior and br, Feis,for 


a 15 minute conference, 


Please let me have the 


_ attached when they come in, 
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THE WHITE HOUSE 
WASHINGTON 





July 7, 1943. 
WEWORANDUM FOR THE Pris iDEN: 


da 
V7 br. Feis telephoned to say that the 
secretary of State was sending over the 
attached letter which is a revised ietter re 
the incorporation, together with new instruc- 
tions which you gave to Dr. Feis and ilr. surray 


The number 1 paragraph recommends a 
Board of Directors consisting of the Sec- 
retaries of Stute, War, Navy and Interior. 
This brings up the question of the Chairman- 
ship of the Board. the Secretary of State 
does not want the Chairmanship and Dr. Feis 
said he thought the logical appointee would 
be the Secretary of the Interior. the Stite 
Department would be perfectly agreeable if 
this was your designation. 


Dr. Feis thinks it would be a very 
good thing if you could call together the | 
four Secretaries, together with the Chairman 
of the R.F.C. He further suggests that this 
meeting be “off the record", 


Could you, if yo@ approve this letter, 


at the same time set the date for the neeting? 
Dr. Feis says that would be very helpful. 


G.G.l. 


DEPARTMENT OF STAT 
WASHINGTON 


July 6. 1943 


My dear Mr. President: 

I have been informed by the Secretary of Commerce 
that the Petroleum Reserve Corporation has been 
established, 

It ie my understanding that you wish the Petroleum 
Reserve Corporation to address itself immediately to 
the end of securing for the American Government reserves 
in Saudi Arabia, 

Representatives of the Departments of State, War, 
Navy and Interior have again met to discuss how best to 
proceed in this matter, and they have requested that I 
present to you for your approval the following summary 
of instructions and of the prospective program of action, 
It embodies the instruction you gave directly to 
Mr, Herbert Feis and Mr. Wallace Murray: 

(1) That the by-laws of the Petroleum Reserve Cor- 
poration shall provide that the Board of Directors shall 
be the Secretaries of State, War, Navy, and Interior, 

(2) 
The President, 
‘The White House, 
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(2) That you will summon a meeting of the aforenamed 
Board of Directors of the Petroleum Reserve Corporation and 
the Chairman of the Reconstruction Finance Corporation at 
the earliest possible date to formally inaugurate the beginning 
of operations of the Company; the first item of business shall 
be the selection of a representative to direct the business 
negotiations that are in prospect in regard to the Saudi 
Arabian situation, 

(3) That this representative be authorized immediately 
to undertake discussion, on a strictly confidential basis, 
with the executives of the Standard 011 Company of California 
and of the Texas Company, owners of the stock of the California~ 
Arabian Standard O11 Company, which holds the present con- 
cession, 

(4) That these discussions be addressed to the end 
of acquiring complete stock ownership of the California- 
Arabian Standard 011 Company, in accordance with the general 
terms and conditions set forth in the memorandum of June 25, 
1943, submitted to you jointly by myself and my colleagues, 

(5) When it is indicated, as a result of these dis- 
cussions, whether and on what terms the desired purchase 
transaction can be achieved, the matter be then resubmitted 
to you, 

The Reconstruction Finance Corporation shall supply 
the Petroleum Reserves Corporation with such funds, either 


as 


-3- ad 


as a loan or as a contribution to capital, as from time to 
time you may determine to be advisable - until such tine as 
funds might be made directly available by Congress, 

(6) Upon receipt of your approval, a special repre- 
sentative shall be sent to the Middle East to confer with 
the American Minister in Cairo, and the American Minister 
Resident in Saudi Arabia, as to how best to bring the matter 
before Ibn Saud; and upon receipt of this advice, and any 
necessary instructions from Washington, these officials 
shall proceed to give Ibn Saud the necessary notification, 

(7) That in presenting the matter to Ibn Saud it 
should be made clear that this Government, as owner of the 
concession, would completely respect its terms and in 
every way observe the independence of Saudi Arabia, 

That in addition, and as an indication of our desire 
to have the development of the o11 resources of Saudi 
Arabia serve the internal economic development of that country, 
this Government will pledge itself to set aside in the ground 
and to protect against all withdrawal an amount of oil 
believed to be sufficient to supply the domestic consumption 
needs of Saudi Arabia and to facilitate its development 
during the lifetime of the concession. As far as it may 
be practicable this special reserve shall be located in 

particular 


-~4- 8 
particular defined proven structures which shall be specifically 
denominated as Saudi Arabian national reserves and production 
will be drawn therefrom by the Company only upon the instruc-~ 
tion of the Government of Saudi Arabia, This action will be 
taken by us without eny request for compensation on the part 
of Saudi Arabia, It will be in addition to the very substan— 
tial royalty payments on all production to which the Saudi 
Arabian Government is entitled under existing agreements 
(4 shillings, gold, per ton), 

This program has the unanimous agreement of the 
State-War-Navy—Interior group of officials that formulated 
the original proposals which you have approved, Will you 
kindly advise me if it meets your ideas satisfactorily. 

Faithfully yours, 


a 


THE WHITE HOUSE as 
WASHINGTON 


ll June, 1943 








NO1c _ 


The President has directed me to take up 
personally with the Secretary of State the attached 
recommendation of the Joint Chiefs of Staff that 
arrangements be made to obtain for the United States 

- Government interest in the Saudi Arabian oil fields. 


He suggests that the American Minister in 

Saudi Arabia, assisted by our American oil expert who 
has no connection with American commercial oil interests, 
should make immediate efforts to obtain from Saudi Arabia 
oil concessions for the United States Government with the 
purpose of establishing a naval oil fuel reserve similar 
to those now existing in the United States, the United 
States Government to pay the usual royalties for the oil 
when it is taken. 


He suggests Captain A. F. Carter, U. S. Naval 
Reserve, as a competent and suitable expert to assist the 
Minister in his negotiations. 
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ACCESS RESTRICTED 


The item identified below has been withdrawn: from this file: 
File Designation B2oF. £363 ‘gs 


Date fore Ss ( 7¢3 


In the review of this file this item was removed because access to it is 
restricted. Restrictions on records in the National Archives are stated 
in general and specific record group restriction statements which are 


available for examination. The item identified above has been withdrawn 


because it contains: 


7} seonstty- Classified Information 


[ ] Otherwise Restricted Information 
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Authority Date 


GENERAL SERVICES ADMINISTRATION GSA Form 7117 (2-72) 


GPO : 1973 O - 503-659 
GSA DC 72.1042) 


JIITLON TWMVUCHILIN 


Ld 


DEPARTMENT OF STATE 





ADVISER ON 
INTERNATIONAL ECONOMIC AFFAIRS 


June 11, 1943, - 


Mr, Secretary: 


In accordance with your instruction, I attended a 
meeting this morning summoned by Justice Byrnes, Director 
of War Mobilization, There were present the Secretaries 
of War, Navy, and the Petroleum Administrator for Wer, 


The Petroleum Administrator for War emphasized the 
great drains made upon our domestic petroleum reserves 
the prospect that in the future we shall have to depend 
largely on 011 supplies procured from abroad, the impera- 
tive wisdom of safeguarding reserves located abroad now 
in American possession, All present agreed with this gen- 
eral description of the situation and the resultant need 
for taking suitable and foresighted action, The matter 
has also been. reviewed, I understand, by the Joint Chiefs 
of Staff, and& report on the subject was in Justice 
Byrnes! possession, I did not see it, but gathered from 
the description that it stated the same position and 
contained substantially similar and imperative recommenda- 
tions for action, 


The Petroleum Administrator for War and the Secretary 
of the Navy then touched upon plans under consideration 
immediately to develop production in the Saudi Arabian 
concession (held by the California-Arabian Standard 011 


Company) and the construction at this point of the refinery 


to handle the crude; I gathered that this refinery would 
turn out at least in part 100 octane gasoline, There took 
place a rather brief and inconclusive conversation ag to 
whether the construction of this refinery would retard the 


synthetic rubber program or lessen the progress in refinery 


construction - presumably particularly for the production 


of 100 octane — in the United States, The view was expressed 
by the Petroleum Administrator for War and the Secretary of 
the Nevy that the rubber program was in a safe position; as 


for the refinery construction program in the United States, 
the Petroleum Administrator for War remarked that it woyld 
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was needed, The presentation of this immediate project 

and one or two other similar ones having been somewhat 
intermingled with comments and observations regarding Ameri- 
Se TC CECE TR ocr the Secretary 
of War brought out the fact that the two questions were 
somewhat distinguishable, 


The Petroleum Administrator for War and the Secretary 
of the Navy then continued to urge that the situation re- 
quired that we create a new governmental organization, the 
Petroleum Reserve Corporation, to concern itself with the 
whole problem and that this Corporation proceed to acquire 
stock participation or ownership in the American companies 
having reserves abroad, and possibly undertake various other 
operations. The first glee ae suggested wes the purchase 
of stock participation (I believe the majority of the stock 
participation ie in mind) in the California-Aragian Standard 
011 Company. These recommendations were embodied in a letter 
from the Petroleum Administrator for War to the President 
which I was given the opportunity to read, The discussion 
at this point and at many later points was largely’ stimulated by 
the view expressed by the Petroleum Administrator for War and 
the Secretary of the Navy that continued American possession 
of the Saudi Arebian concession was imperiled, either because 
the British would conepire to obstruct or dispossess us (their 
financial advances to Ibn Saud were regarded with suspicion), 
or because the local ruling family querreled, 


The Secretary of War indicated that he did not believe 
that the British Government would attempt to dispossess us 
and acquire possession, 


At this point I was invited to present the Department's 
views, I began by stating that I should have to make a 
rather lengthy presentation. I said that the Department had 
recognized this reserve situation some months ago, and had 
carried on two sets of activities in regard to it: 


(a) We were constantly using the full strength of our 
diplomatic position to preserve the American oil reserve 
situation abroad. We had succeeded in finding a solution of 
the very difficult and dangerous Venezuelan situation, which 
solution made open the way for full use of those reserves, 
We were at this moment trying to prevent monopoly trends in 
Uruguay and Argentina, We were also working to unlock the 
Mexican reserves, 


(b) <A thoroughly representative committee on inter- 
national petroleum questions had been meeting for several 


months 


jd 
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months studying the whole general situation and verious par- 
ticular situations, among them the Saudi Arabian. One of 

the results of its study had been a memorandum which on 
March Sl the Secretary of State had circulated to the Sec- 
retaries of War and Navy and the Petroleum Administrator for 
War, I gave a copy of this memorandum (dated March 22) to 
Justice. Byrnes, who promised to give it study. I said that 
there would be found in that memorandum what I believed was 
the first suggestion for the creation of a new Government 
orgenization that could give continuous and effective atten- 
tion to the foreign reserve situation - the Petroleum Reserve 
Corporation, I said as regards the whole Near Eastern situa- 
tion and the Saudi Arabian position, in it would be found a 
discussion of the possibility and desirability of a general 
egreement covering the Middle Eastern area or parts of it. 
With particular reference to the Saudi Arabian situation, the 
memorandum contained a suggestion alternative to that which 
the Secretary of the Navy and the Petroleum Administrator for 
War were now proposing, It was that we should acquire option 
contracts to large amounts of reserves under ground in the 
properties now held by American companies (and possibly by 
other companies); that these should be designated and con- 
sidered as American governmental reserves, It was suggested 
that we might employ this as a universal and flexible method 
throughout the world, It had been the view of our depert- 
mental committee that by this means we should be able sub- 
stantially to achieve the same result of safeguarding our 
foreign oil reserves with fewer disadvantages and with better 
chances of augmenting these reserves. 


I was thereupon questioned as to what disadvantages 
might attach to actual Government ownership of the operating 
companies, I enumerated them somewhat eas follows; 


(1) I did not know whether there was any express pro- 
vision in any of the SaudieArabian concession arrangements that 
would forbid the transfer of controlling stock interest to a 
foreign government, The Department was investigating this 
matter, Whether or not there was an express prohibition, 
there is uncertainty as to how Ibn Saud might regard such 
transfer of controlling ownership. He might be pleased by 
it, regarding it as an augury of greater development of income; 
or he might view it as a threat to his independence, At any 
rate, uncertainty existed as to his attitude and response, 


(2) 
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(2) The Saudi Arabian field was by no means the 
only large 011 field in the Middle East in which Americans 
had interests, I cited particularly the American participa- 
tion in the Iraq Petroleum Company with their many concessions, 
and the joint Gulf 011 Anglo-Iranian concession in Kuwait, 
I said prospectively these companies (as well as American 
companies in Venezuela and in the Netherlands East Indies) 
would want to sell o11 in the Fer East. We therefore an- 
ticipate competition between the American-controlled company 
and other American interests. 


(3) And most important, That the emergence of a 
Government—-owned corporation in the Middle East might have 
repercussions that would actually lessen the possibility of 
extending the American reserve situation rather than improve 
it, It might well stimulate a movement on the part of all 
governments in whose territory o11 resources lay to place 
those resources in their own governmental possession with 
refusal to permit either private or public American interest 
to participate. There is a latent danger of stimulating such 
a movement particularly in this Hemisphere, 


(4) There is some question in the minds of many Depart- 
ment officials as to whether action of this type might not 
be regarded as contrary to the underlying intent of the Atlantic 
Charter and the idea of equality of access to raw materials, 
and a belief that this action might stimulate a sharpened 
struggle for the control of raw materials everywhere, 


There was extensive discussion as to what the attitude 
of the British Government would be to the acquisition of 
American Government ownership in the company having the Saudi 
Arabian concession, I oegreed that the British Government was 
in no position to object. I said, however, various other 
Governments might feel they had been put at a new disadvantage, 
even though they were in no position to make any formal pro- 
test. It was emphasized by the Petroleum Administrator for 
War and Secretary Knox that virtually all foreign oil opera- 
tions of the British companies were controlled or directed 
by the British Government; and I agreed to that as a statement 
of fact, but pointed out that that position had been achieved 
some years back, 


I said that in view of the fundamental importance to 
our national safety of having adequate reserves, the Depart- 
ment would be prepared to face the doubts and difficulties 
4f there were no other reasonable alternative, An alternative 
that merited consideration was contained in the departmental 


memorandum 
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memorandum to which I have already referred, It was that 

the Government organization to be created (the Petroleum 
Reserve Corporation) enter into contracts with interests, 
American and foreign, holding foreign oil reserves to set 
aside large quantities of o11 under ground as an American 
Government reserve to be delivered to us when this Government 
desired and on favorable terms. It was the view of the many 
Department officials who have studied this question that this 
alternative would be equally effective in safeguarding present 
American holdings with a much smaller risk that it would 
stimulate the many adverse tendencies to which I have referred, 


The Secretary of the Navy and the Petroleum Administrator 
for War argued that whether we actually owned the companies or 
hed contracts with them, in the event that we were about to 
lose them, we should have to take the same forceful measures, 
I agreed that as regards the matter of protection our:polidy 
would probably be the same in either case, and tried to make 
Clear that was not the primary point. The Petroleum Adminis- 
trator for War also indicated the view (a) that in one case the 
gains for the private companies would be greater than if there 
were extensive Government ownership, (b) that the companies 
did not want to sell us stock ownership but greatly preferred 
merely to sell us some of the 011, I expressed doubts on both 
scores and said I believed that the California-Arabian Standard 
O11 Company would enter into a contract for an amount much . 
larger than the Petroleum Administrator for War indicated as 
their intention. /Of course these are two points of fact that 
can only be determined in serious discussion with the Company. 
I may have been over-certain and dogmatic in the impressions 
I expressed; should of course the Company prove unwilling to 
give an adequate consideration on reasonable terms, the_al- 
ternative suggestion would be unreal or unsatisfactory 


I made clear that in the preceding remerks I was speaking 
in a representative capacity for the Secretary of State, that 
I knew he had grave hesitation about the suggestion of Gov- 
ernment ownership, and that he was even still somewhat re- 
served in judgment regarding the option contract arrangement 
but was favorably impressed by it, 


It having emerged from the discussion that all Depart— 
ments represented recognized the desirability of creating a 
new Government organization — the Petroleum Reserve 


Corporation = 
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Corporation - it was agreed that the Petroleum Administrator 
for War should discuss the creation of such an organization 
with the Secretary of Commerce. It was pointed out that- action 
would have to be taken before July l. 


I then stated that as the memorandum indicated, it was 
the view of the Department that actions having to do with the 
acquisition of reserves of foreign countries by any agency of 
the American Government would be essentially intergovernmentel 
transactions, that they would be negotiated only with the use 
of the full diplomatic influence of the United States, and that 
they would be important elements in our foreign relations, For 
this reason I said that the Secretary of State held the view 
if the Petroleum Reserve Corporation were created the chairman- 
ship of the Corporation should be held by the State Department 
and that the Secretary of State should have a veto over major 
actions, The Petroleum Administretor for War indicated em- 
phatic dissent to this view, since in his opinion it would be 
engaging in operations that could be regarded as business 
operations, I then said that the matter was obviously one 
beyond my juristidction and requiring direct discussion with 
the Secretary of State, The Secretery of War remarked that the 
State Department exigencies might be satisfied by en arrange- 
ment less inflexible than the one I had designated, and I 
indicated again that it was a matter on which I did not feel 
myself authorized to talk for the Secretary of State, The 
Director of War Mobilization assured me that as regards important 
policy points at issue in the Saudi Arabian situation, and as 
regards State Department representation in the Petroleum Re- 
serve Corporation, he would afford the Secretary of State full 
opportunity for further discussion before final decision, 
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In accordance with my promise to Justice Byrnes 


am sending him a copy of this memorandum, 
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“Following upon sation with the Secretsries 

of War and Navy yesterday as regards the safeguarding and 
development of foreign petroleum reserves, I had a long 
discussion yesterday afternoon with the Secretary of War, 
General Somervell and General Wright were present. I learned 
the following: 


(1) That the initiative in placing the proposals 
before you had originated in the Navy Department, and that 
(p7 the Secretary of War joined out of a sense of the importance 
3 of the future reserve situation, 


(2) That the situation that had been portrayed by 
the Secretary of the Navy was one of serious post-war de- 
pendence on foreign petroleum reserves and of fear and 
suspicion lest, by virtue of action taken either by the 
Government of Saudi Arabia or because of British influence, 
there was real danger to the continued American control 
over that immense concession, 
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(3) That what the Secretery of the Navy had in mind 
was proceeding with the idea of having the American Govern- 
ment become part — probably majority - owner of the Calif- 
ornia-Arabian Standerd O11 Company, which owns a concession 
in Saudi Arabia; this suggestion had already been advanced 
and was considered by the Department's Committee on Inter- 
national Petroleum Policy, 


(4) After leaving you, the Secretaries of War and 
Navy called upon Secretary Ickes and found him an en- 
thusiastic supporter of the proposal. I am not ceffain 
but I believe that in fact there had been intention-to 4 
carry this suggestion immediately and directly to the 
President for action - without waiting for the interdppape 
mental Special Committee on Petroleum to give niacin: <a on 
to it. 


I gave the Secretary of War an extensive presentation 
of the background of the reserve situation, Among the points 


a 
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I touched upon by way of addition to or correction of the 
picture that he apparently had were the following: 


(a) That the Department had been very stubbornly active 
throughout the world for the support of the American oil posi- 
tion; it had within the past few months very successfully 
avoided a critical difficulty in Venezuela, and had brought 
about a situation there that would permit the rapid develop- 
ment of these reserves, Apparently the importance of these 
reserves was made out to be relatively small by the Navy - 
which is contradictory to the picture I have obtained in 
meetings held in the P,A.W., though they are of course by no 
means sufficient to take care of our future needs, 


(bo) That though we have received many rumors and reports 
on the possible danger to the Saudi Arabia concession, and 
had traced down every such report, there seemed no great basis 
for any immediate intense anxiety. We had however during the 
past few months improved the stetus of our diplomatic official 
representative in Saudi Arabia, and offered that Government 
& lend-lease agreement. I explained that I cited these matters 
merely as an indication of our alertness and not as proof that 
nothing further was required, 


(c) That there were other American interests in the 
Middle East with great potential productive powers - partic- 
ularly the American interest in the Iraq Petroleum Company. 

I informed the Secretary that representatives of the American 

Companies interested in that Company were even now discussing 

with the War Department the possibility of proceeding with the 
refinery operation on the basis of which they could use their 

influence in the Iraq Petroleum Company to develop production 

in some new fields (at Qatar). 


(a4) That the suggestion he put forward had been con- 
sidered by the departmental Committee on International Petroleum 
Policy and found to involve various possible risks and disad- 
vantages - particularly of stimulating action on the part of 
foreign governments to proceed to take over petroleum reserves, 
thereby further narrowing the field of possible operation of 
American companies, 


(e) That we had developed a proposal for an alternative 


procedure - 
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procedure ~ that of securing a participation in the reserves 
contained in concessions now held by American companies (and 
possibly also foreign companies) in the form of option con- 
tracts; that this nig > doh was embodied in a memorandum 

you had sent to the Secretaries of War, Navy, and Interior 
some weeks back, The Secretary of War had not seen this memo- 
randum, but I sent him a copy immediately upon my return 

to the Department, The Secretary of War was distinctly in- 
terested in the counter suggestion. I made clear that you 
had not yet endorsed it, but were reserving judgment in regard 
to it. 


(f) I informed him that the Department's Committee on 
International Petroleum Policy had also been giving consider- 
ation to the possible agreement with the British as regards 
the whole Middle Eastern area but had not yet been able to 
formulate the terms of an agreement that would be negotiable 
and serve our ends; but the effort was continuing. 


(g) I also iaformed him we had proposed to the British 
Government an agreement whereby neither Government should give 
any concession for sub-so0il resources in territories that 
have been occupied by the enemy since the outbreak of the 
war; and he seemed to approve of this action, 


I told him that I would call the first meeting of the 
interdepartmental, Special Committee on Petroleum next week 
end place before them at once the whole Middle Eastern petroleum 
situation for discussion, 


He indicated a sense of fuller-understanding as a result 
of our conversation, and told both General Somervell and 
myself that on the basis of the talk he would endeavor to 
see that the Navy Department did not rush forward independently 
of the interdepartmental Special Committee, and that all actions 
would be thoroughly cleared with you. On the other hand, he 
said he wanted to meke sure that the State Department did not 
take too long or move too timorously in dealing with the situa- 
tion, 
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